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% Committee on Agriculture, 

House of Representatives, 

Monday^ August 10^ 19H. 

The committee met at 10.30 o'clock a. m., Hon. A. F. Lever (chair- 
man) presiding. 

The Chairman. We have met this morning, gentlemen, for the 
purpose of considering the bill (H. R. 14492) to authorize the Sec- 
retary of Agriculture to establish uniform standards of classification 
for cotton; to provide for the application, enforcement, and use of 
such standards in transactions in interstate and foreign commerce; 
to prevent deception therein, and for other purposes. The bill is 
commonly known as the cotton grades bill. We have a number of 
gentlemen from different sections of the South with us this morn- 
ing, and also the experts from the Department of Agriculture who 
handle this special line of work. I think it would be better for all 
concerned if we heard from one or two of the experts of the Depart- 
ment of Agriculture first, so that a general idea of it may be better 
had ; and to that end I will ask Mr. Brand, who is in charge of the 
OflSce of Markets of the Department of Agriculture, to discuss the 
bill in his own way. 

STATEMENT OF ME. CHARLES J. BEAND, IN CHAEOE OF OFFICE 
OF MARKETS, DEPARTMENT OF AGRICULTURE. 

Mr. Brand. I did not expect to be called upon in such summary 
fashion, Mr. Chairman. We had been studying this matter for a 
long time before it was brought to a focus in the present crisis. It 
seems, after careful study, that the most effective way to help out 
the present situation in the South is to take steps now to reach about 
four things with reference to cotton : First, a system of warehousing, 
which includes, second, certification, with, third, necessarily stand- 
ardization on the basis of certification, and fourth, identification of 
the cotton with warehouse certificates. 

Mr. McKeular. Please state those over. 

Mr. Brand. Warehousing, certification, standardization, and iden- 
tification. Without all four of these it is doubtful, at least, whether 
cotton collateral can be made as impregnable as it ought to be as a 
basis of credit, especially in the present crisis, when there is going 
to be a demand for funds from every possible quarter. It is not only 
cotton that is involved, but it is wheat, apples, and other things. 
For instance, we export thousands upon thousands of barrels of 
apples, and their market is gone, too. 

KTow, it seems that this bill, which was the product of times of 
peace, I take it, Mr. Chairman, and not of war, has in it several 
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of the basic necessities of the present situation. Through it can 
be provided a system of marketing the cotton crop, especially the 
export and interstate part of that crop, and the export part of the 

?ield I believe last year amounted to something like $600,000,000. 
'his bill affords the opportimity and the basis for bringing about 
those four desired propositions. The whole purpose of the bill is 
to bring back to the grower the value of the particular quality of 
cotton which he produces, whether it be good or bad. That is where 
the identification comes in. Unless we have that we can scarcely 
improve our cotton situation. The bill as it stands provides for a 
licensing system very similar to that Mr. Moss has embodied in his 
grain-grades act. We believe that this is practicable, and we be- 
Eeve that if the whole matter is attacked with vigor at the present 
time a sufficient beginning can be made to be of assistance within 
the next 30 days. Indeed, it seems to me, after consultation with 
cotton men, that whatever is done must be done at once if it is going 
to be effective. A very prominent grower of cotton from South 
Carolina was in my office Saturday, and he informed me that their 
crop was early this year, and that the bulk of it will be picked and 
ready for market in September — ^that is, anywhere from two to f our 
weeks earlier than has been the case in previous years. Telegrams 
from my men in Texas say that the marketing of the crop has begun 
in south Texas, and, whereas when the exchanges closed the prices 
were aroimd and better than 12 cents, they are offering only 9J cents. 

Mr. McKijLLAR. Are any cotton exchanges open now ? 

Mr. Brand. None. Now, all of those factors can be woven into 
this bill, as I read it. 

Mr. Maguire. Are any of the factories buying cotton at this time ? 

Mr. Brand. Yes, sir; they are buying to a certain extent, but very 
little. As a matter of fact, there are very few such places in which 
any one can sell. 

Mr. Maguire. What part of the product is handled by the ex- 
changes and what part is taken in direct buying for the factories ? 

Mr. Brand. At the present stage of the handling of the crop, it 
has not reached the exchanges at all. It is only used on the ex- 
changes in the settlement of future contracts. 

Mr. Maguire. What has been the proportion in ordinary years? 

Mr. Brand. We can not tell that at all. 

Mr. Maguire. Don't you have some knowledge of that? 

Mr. Brand. There are no statistics which show the volume or trans- 
actions on the New York Exchange. The New Orleans Exchange 
has better figures, though I can not give those offhand. 

Mr. Haugen. In what respect does this bill differ from the Moss- 
biU? 

Mr. Brand. In all essential features it is the same. 

Mr. HaugUn. What are the changes? I have not had time to 
read it. 

Mr. Brand. It is modified to fit the cotton trade, but in its essential 
features it is a supervision bill. 

Now, just briefly, the bill confers upon the Secretary of Agri- 
culture authority to investigate the important features of handling 
and marketing the cotton crop, and it authorizes him to establish 
standards for all qualities that are capable of standardization in 
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practical form. At the present time the only standards that exist 
are those for grade, based almost wholly upon trash and color. It 
will be possible, we believe, to standardize a number of other quali- 
ties, and this bill extends that authority. The first section gives 
authority similar to that which this committee incorporated in the 
futures act — identical with it, in fact, but modified to existing 
grades 

The Chairman. Don't you think it would be a good idea to sub- 
stitute for sections 2 and 3, and probably section 4, the identical lan- 
fuage of the standardizing section, or section 11, of the cotton- 
iitures bill, so that there might be no confusion as to standards ? 

Mr. Brand. Yes, sir ; I think that would be better, so far as the 
standardization section is concerned. That would be section 9, how- 
ever, as I see it, that would replace section 3 of this bill. 

The Chairman. Instead of section 11 it is section 9 ? 

Mr. Brand. Yes, sir. The fourth section provides when the actions 
to be taken under the bill shall so into effect. Section 2 should be 
made to conform, I think, to a degree, at least, to the futures bill. 
The following sections are very similar to the grain-grades bill 
that this committee has reported, and provides for the compulsory 
use of one set of standards, and that the national standards. It does 
away with the multiplicity of standards which has existed in the 
past. Section 6 bears on the same matter of details with reference 
to the selling of cotton, and all the details relating to that are taken 
care of by that section. That takes care of a very desirable class 
of the trade, and one which it is not desired, as I understand the bill, 
to interfere with in any way so long as it is conducted in accordance 
with the legal principles of the bill. 

Mr. Moss. Is any certificate to be issued for cotton sold in the 
way covered by the proviso in lines 14, 15, 16, 17, 18, and 19 of 
section 6? 

Mr. Brand. I should say not, as the matter we have in mind now 
extends, but it might be desirable to incorporate such a provision 

Mr. Moss. I think it could not be, but I wanted to know the theory 
on which this is drawn. 

Mr. Brand. The seventh section is the supervisory section, which 
gives the Secretary of Agriculture authority to cause inspections 
and examinations to be made. - 

Mr. McLaughlin. Where will these examinations and inspections 
be made? 

Mr. Brand. Wherever a dispute is raised. 

Mr. McLaughlin. Cotton is sold, delivered, and received at thou- 
sands of different places. Is it your idea that a Government inspec- 
tor shall be present at or where he may be called on to go to any 
or all of those places to make the inspections and examinations ? 

Mr. Brand. The exact practical working of that has not been 
worked out, but it will probably be necessary and desirable to have 
standardization laboratories at suitable compress and concentration 
points, from which, in cases of necessity, the inspectors could be sent 
to outside points. But it would be physically impossible, or at least 
impracticable on the ground of expense, to have them at all these 
places. 
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Mr. McLaughlin. It would not be impossible, but it might be 
impracticable to do it. This section, however, would seem to pro- 
vide for that and to require it. 

Mr. Brand. Provision is made in the next section for licensed 
graders. 

Mr. McLaughlin. Is there any limitation upon the number of 
them? 

Mr. Brand. That should not be limited. 

Mr. McLaughlin. Under the language of the section there might 
be one for every market, and, as you know, there are innumerable 
markets. 

Mr. Brand. We would expect practically every capable cotton 
grader now at work to apply for and receive a license to grade cot- 
ton, and he would be licensed to grade cotton until such time as he 
did something that would make it impossible for us to continue him 
as a licensed grader. 

Mr. McLaughlin. There is a large number of them now employed 
by and under the direction of the United States Government ? 

Mr. Brand. There is only a small number under the direction of 
the United States, and they are engaged in investigation work and 
laboratory work. 

Mr. McLaughlin. How many are there? 

Mr. Brand. I think there are probably as many as 12. 

Mr. Haugen. That are employed by the Government? 

Mr. Brand. Yes, sir. 

Mr. Haugen. What do they do? 

Mr. Brand. They are studying the standardization of cotton in a 
practical way and are carrying on investigatory work to determine 
the facts and values of standards. 

Mr. Haugen. Do they go about the country ? 

Mr. Brand. No, sir; they do not go about the country classifying 
cotton. 

Mr. Haugen. They work in the oiBce 

Mr. Brand (interposing). In the office and in the field. They 
check up on classifications to this extent, that they are engaged in 
the primary-market survey work, and secure samples of cotton taken 
by cotton buyers, and we secured about 35,000 of them during the past 
season. We determined the values of the samples with our own men 
and compared them with the results secured by the commercial 
graders who handled the cotton samples previously, but in no 
case are these men engaged in the commercial grading of cotton. 

Mr. Moss. While section 7 of this bill, in a general way, is similar 
to the corresponding section of the grain-grading bill, yet it differs 
very radically from it in this particular that the provision in the 
grain-grading bill is limited to the grain that is sold or offered for 
sale, shipped or offered for shipment, in interstate and foreign 
commerce. Section 7 of this bill contains no such limitation. Is it 
the idea that cotton handled in intrastate markets or local markets 
shall be inspected ? 

Mr. Brand. Only in so far as it may be necessary in connection 
with foreign commerce and interstate commerce. 

Mr. Moss. Under what theory would it be possible to authorize the 
Secretary of Agriculture to cause an inspection or examination to be 
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made of any cotton which had been certified as sold in local markets 
and which does not enter into interstate or foreign commerce? 

Mr. Brand. I know of no authority for doing that specific act. 

Mr. Moss. Section 7 would authorize that, would it not ? 

Mr. Brand. I think section 7 would be limited by the present a-u- 
thority which may be conferred in such cases. 

The Chairman. It might be well to modify that section so as to 
make it clear. I think the point made by Mr. Moss is well taken. 

Mr. Moss. A radical dinerence between this section and the cor- 
responding section in the grain bill consists in the fact that the sec- 
tion in the grain bill is limited specifically to grain entered or 
offered to be entered in interstate or foreign commerce. 

Mr. Brand. And undoubtedly the same limitation must prevail 
with reference to cotton grading. The only authority that would 
reside in the Federal Government with respect to that matter would 
be for the supervision of these grades, just as it issues them, the same 
as it exercises supervision of the currency and things of that sort. 
The eighth section confers authority for the issuance of licenses to 
graders. Now, it seems to me that in the present emergency it mi^t 
be desirable to extend that section to include rules and regulations 
for licensing of bonded cotton warehouses. Certainly it would be 
necessary to take some such action if it is desired to or decided to 
make any advances of money upon cotton. If it is decided to do 
that it will be necessary to provide for warehousing and for the 
proper legal safeguarding of the collateral issued on the basis of 
warehouse receipts. So I suggest that as one of the emergency con- 
siderations it might be desirable to modify section 8 so as to include 
also the licensing of bonded warehouses. Furthermore, in order that 
suitable identification of bales may be had so that the quality of the 
cotton may be traced back to the person responsible for it, and in 
order that claims may be lodged at the door of the persons against 
whom the claims are properljr to be made, it might be desirable to 
provide for the general licensing of ginners in order that they might 
be required to mark with suitable identification marks the bales issu- 
ing from their gins. 

Mr. Haugen. But you would have no jurisdiction of that, wouJd 
you? 

Mr. Brand. It would be purely permissive, necessarily, but this is 
the emergency feature of the matter, and a regulation like that would 
probably commend itself to all persons interested in the industry, 
and they would very likely comply with any reasonable regulation 
made in that connection. 

Mr. Goodwin. What effect do you think these new elements which 
are to enter into the grading or classification of cotton, such as the 
ginning, wrapping, baling, sampling, handling, compressing, mois- 
ture content, certification, warehousing, transportation, etc., will have 
upon the local buyer who buys direct from the producer or grower 
of the cotton ? Will his mind be at a loss to know what would be the 
proper price to be paid for this cotton, and would not a classification 
like that, with all these new elements entering into it, have a tendency 
to depress the market? In other words, will the local buyer know 
exactly how to class the cotton himself or what price to pay the pro- 
ducer for the cotton ? 
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Mr. Brand. This will not interfere with the present grades, and 
if such local grader is not going to be required to have a license, he 
will continue business the same as ever. 

Mr. Goodwin. Unless it is known that the cotton is intended for 
interstate or foreign shipment, will the grader be invoked ? Section 
9 says, "That the Secretary of AgriciSture may issue licenses to 

f'ade or classify cotton for interstate or foreign commerce," etc. 
ow, will the grader be invoked or called upon to pass upon cotton 
bought from the local grower by the local buver? 

]V&. Brand. As a practical matter, such a high proportion of the 
cotton crop enters into interstate and foreign commerce that practi- 
cally all cotton grading will be in conformity with the requirements 
that are to be laid down. 

Mr. Goodwin. In your opinion, would not all the technicalities 
involved in this provision for the certifying and passing upon of 
grades set out in section 2 of this bill have a tendency to make the 
local buyer who purchases from the local cotton grower pay a less 
price than the cotton is really worth? 

Mr. Brand. No, sir. The answer to that would be this, that the 
section confers broad authority upon the Secretary of Agriculture 
to investigate those points, and they will come to the attention of the 
local man only when the standards relating to those particular 
things are promulgated. 

The Chairman. As a matter of fact, until the Secretary of Api- 
culture, acting under the authority conferred in section 2, has in- 
vestigated all those various things enumerated there — ginning, 
wrapping, baling, sampling, weighing, handling, classing, moisture 
content, etc. — ^you would use the present standards that we have? 

Mr. Brand. Yes, sir. 

The Chairman. And those standards we have to-day extend to 
nothing beyond dirt and trash? 

Mr. Brand. Yes, sir ; in grades. 

Mr. Moss. Don't you think the point you suggested a moment ago 
would be covered by section 5 rather than by section 7? I think 
that under section 5 as written here they would have considerable 
difficulty in marketing cotton, and we found it necessary to liberalize 
that provision with regard to grain. 

Mr. Brand. I think that section 7, if modified, will bring that 
about. 

Mr. Goodwin. Very few of these elements mentioned in section 2 
now enter into the classification of cotton unless the cotton is 
stained 

Mr. Brand (interposing). The only thing that has been standard- 
ized, as a matter of fact, is the grade that relates to color, and that 
relates almost wholly to dirt and trash. Those are the only standards 
now in vogue. 

Mr. Goodwin. Is there none for stains? 

Mr. Brand. There is no standard for stains, although it enters 
into the value of it even more than grade does. As a matter of fact, 
the most important characteristic of cotton, so far as its value is 
concerned, has not been standardized, and that is length. 

The Chairman. What the gentleman from Arkansas is driving at 
is this : Whether or not the machinery of this bill will act as a clog 
pon commerce rather than as a help or aid to commerce. 
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Mr. Goodwin. Whether it would stimulate commerce so much as 
it would depress the cotton trade and price. 
Mr. Brand. It would have absolutely the contrary effect on the 

Erice, because it will bring back to the primary purchaser, if the 
ill accomplishes its purpose, the true value of the grade of the 
cotton purchased. 

Mr. Eeilly. Is not the sole purpose of the bill to insure that the 
cotton grower shall receive the price for the grade he produces ? 

Mr. Brand. Yes, sir. 

Mr. ReilltY. As I understand it, it is to help the grower. Here- 
tofore the buyers have been getting from him cotton at whatever the 
price may be for the grade tney determine, because the producer did 
not know what the true grade was. Is not the object of the bill to 
give the producer the price of the grade that he produces? 

Mr. Brand. The object of the bill is to improve the system from 
start to finish. 

Mr. Reilly. In many instan<;^es, no doubt, the producer has been 
injured in the sale of his cotton because he did not know the grade 
of the cotton, and that might occur through the ignorance of both 
the local buyer and the grower. 

Mr. Brand. That has frequently occurred. 

Mr. Goodwin. I want Dr. Brand's idea about this matter 

Mr. Brand. I do not feel sure that I have clarified your point. 

Mr. Haugen. This will offer the farmer of your State as well as 
the local buyer an opportunity to ship cotton to any of the markets 
interested in interstate and foreign commerce and have the true 
grade of the cotton determined, but the department will have no 
authority to go to your market and insist that cotton that does not 
enter into interstate or foreign commerce shall be subject to these 
regulations, but when it is sold it will be sold subject to the grading 
made at the time it was sold. 

Mr. Brand. This is my answer to the question in part: The bill 
was submitted to a cotton buyer and he was asked if it was actually 
consummated what would be the effect. He said, " It would run us 
fellows out of business, because you would not have any use for us." 

Mr. Goodwin. A great deal of cotton is sold to local merchants, 
not big cotton men who are experts in the grading and standardiza- 
tion of cotton, and they might have some doubt as to how that cotton 
might be graded under this provision in section 2. Therefore, in 
making the price to the grower, the local buyer might take into con- 
sideration the fact that the price at which it was finally to be sold 
might be less than the price at which he bought, and in making his 
price to the grower he might not give the grower as much as he 
should receive for it. 

Mr. Brand. It would be of great assistance to the local grower, 
because he could call upon any licensed grader to determine the 

frade of his cotton, and it would also be of assistance to the local 
uyer, because it would relieve him of a great deal of responsibility 
as to the quality. 

Mr. Magtjire. Speaking of licensed graders, is it not true that it 
would take months, and perhaps more than that, to get a sufficient 
number of licensed ^aders in this work? 
Mr. Brand. No, sir ; I do not think so. 
Mr. Maguire. It might not meet the present situation. 
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Mr. Brand. We would necessarily license the present grading force. 
It is not the purpose of the bill to clog the wheels of commerce and 
to prevent the handling of the crop as it is now handled, but the 
purpose is to make the work more efficient. The idea would be to 
utilize the present force of graders. For instance, Mr. Copeland, of 
South Carolina, said to me, " I have five men in my office now who 
are thoroughly competent to grade cotton. What would I do with 
them " ? I said, " The thing to do would be to issue licenses to them 
and let them grade cotton until by some act of theirs they made it 
impossible for the department to continue them as licensed graders. 

Mr. Maguire. Is it true that these inspectors will have to deal 
with the sampling proposition that you have in this bill ? If so, you 
are going to add a number of elements that these inspectors would 
have to take into consideration. 

Mr. Brand. No, sir ; that is not the case. The section you are re- 
ferring to is an authorizing section, and none of those qualities men- 
tioned there would be taken into consideration until the standards 
have been promulgated by the department. 

Mr. Maguire. Are these standards sufficiently adjusted now so that 
you could put them into the hands of these inspectors? 

Mr. Brand. The only standards that we have at all are the stand- 
ards of grade, and those are only used by a restricted number of 
markets. We have a great diversity of standards all over the United 
States. 

Mr. Haugen. I understood that practically all of the markets had 
adopted Government standards. 

Mr. Brand. A great many have adopted Government standards. 

Mr. Haugen. And a large number have not? 

Mr. Brand. Yes, sir. 

Mr. Haugen. When you speak ( f a large number, do you have 
reference to any of the larger markets? 

Mr. Brand. Galveston is the largest market not working on those 
standards. New Orleans has worked on those standards consistently 
practically from the beginning. 

Mr. Haugen. Has Galveston a grade of its own ? 

Mr. Brand. It is supposed to be working on the Liverpool basis. 
Atlanta has a set of grades. Savannah has a set of grades, and so on. 

Mr. Reilly. Would it be possible, under the suggestion made by 
the gentleman from Arkansas, that a farmer would have the right 
to get a higher price for his cotton in case it was graded higher in 
interstate trade than when sold to the local buyer ? 

Mr. Brand. That would depend on the workings of the system. If 
the bale could be properly identified, it should be required. 

Mr. ReilltT. The local buyer could be required to piake a statement 
as to how the cotton was graded? 

Mr. Brand. It could be required. That would not be a difficult 
matter. 

Mr. Reilly. I do not believe you could furnish graders to local 

buyers. 

Mr. Brand. The graders will have to be classified. At the primary 
points the graders would not require such high efficiency — that is, 
the graders at such places as New Orleans and New York would 
require a degree of expertness that would not be required in the 
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graders at primary points. But when we found at a primary point 
strict middling cotton bringing less than low middling cotton it 
would be easy to see. It is easy to see that the correction of a market 
which came only within 10 per cent of correctness in grading would 
lead to improvement in the industry. 

Mr. Goodwin. There are so many elements of a technical nature 
entering into the grades that it might cause the local merchant to 
hesitate, I think. Most of it is sold to the local merchant. They 
furnish the farmers supplies and lend them money, and even, if they 
do not, the growers generally go to them to dispose of their cotton. 
Then, the local merchant might say: "I do not know about the 
grading of this cotton finally, because there are so many elements 
entering into it." That might have a depressing effect on the price. 
Mind you, I am not antagonizing the bill, but I am asking you for 
information, although I would antagonize it if I thought it would 
have the effect I have suggested. 

The Chairman. As a mater of fact, that very same condition ex- 
ists now, locally, and the local grader will probably always under- 
bid what he thinks is the price for the proper grade in order to 
protect himself. 

Mr. Brand. He must play safe. But this will not be based upon 
that. That is merely an authorization to investigate. 

Mr. Goodwin. But all those things are elements that enter into 
the price. 

Mr. Brand. No. sir. Your bale of cotton is graded as to its length 
of staple and its condition as to whether it is gin-cut, its condition 
as to color and other factors. Those are things that enter into th^ 
price, but these are merely mechanical operations largely that are 
involved in the preparation of the cotton for market. 

Mr. Goodwin. I think these are elements that would enter into the 
standardization of cotton, because cotton is priced according to the 
standard you fix. 

Mr. Brand. These technical points will be investigated by the de- 
partment, but they will not necessarily confuse either the local 
buyer or merchant— — 

The Chairman (interposing). Is it not a fact that section 2, so 
far as the authority given there to investigate the ginning, wrap- 
ping, baling, stamping, weighing, handling, classing, grading, com- 
pressing, care, moisture content, certification, warehousing, storage, 
transportation, marketing, and utilization of cotton and its products 
is concerned is nothing more or less than the reenactment of the 
present law into a permanent statute — that is, a law that is now being 
carried from year to year ? 

Mr. Brand. Yes, sir. 

The Chairman. We want some solid foundation to stand on. 

Mr. Brand. It puts all of those things into one repository. 

Mr. McLaughlin. What kind of work would you expect the Sec- 
retary of Agriculture to do under section 2, which authorizes the 
Secretary to investigate all these different things? It looks to me 
like it would call for an investigation of the cotton and everything 
done witht it from the time it leaves the field until the time it reaches 
the consumer in the cloth, because it names nearly everything that I 
can think of that is done with cotton, and ends with the words, " and 



12 UNIFOBM STANDARDS FOE COTTON. 

utilization of cotton and its products." What would you expect the 
officials of the Department of Agriculture to do with respect to these 
different things ? 

Mr. Brand. To investigate any and all of them when they are pre- 
sented for investigation, with a view to bringing about improvements 
in the present existing system. If we are using types of gins which 
should not be used because there are better types, determine the best, 
and make them known. If there are better types of compresses, 
if present types can be improved, and we know they can, investigate 
and point out the truth and bring it to the attention of the persons 
interested, and similarly with other things. 

Mr. Maguirb. That is a wholly different field, apart from the pur- 
pose of the bill ? 

Mr. Brand. Practicallv all of those factors have a bearing on the 
standardable qualities or cotton ; I think all of them have upon the 
proper enforcement of the standards. 

Mr. McLaughlin. After all the work in the mills has been done 
there is the certification, warehousing, storage, and transportation 
to market. We made an appropriation of $250,000 to assist in work- 
ing out a feasible plan for marketing. Is this work to take the place 
of that? 

Mr. Brand. In part. So far as it relates to cotton, this draws 
together all those activities. 

Mr. McLaughlin. Would it be necessary to repeal that act ap- 
propriating $250,000, or thereafter make no appropriation for that 
purpose? 

Mr. Brand. I would say that that would be wholly how Congress, 
or this committee, saw fit to handle the appropriation with reference 
to that work. 

Mr. McLaughlin. It would be necessary to continue that appro- 
priation ? 

Mr. Brand. It would be very much better to have all of that ap- 
propriation, either in one lump or sufficiently delimited so there 
would be no question about it, and it would not make any difference 
where it was made. 

Mr. McLaughlin. What do you think should be done in carrying 
out this direction, that the Secretary of Agriculture is authorized to 
investigate warehousing, storage, transportation, etc.? 

Mr. Brand. With reference to storage, for instance, there are sec- 
tions of the United States where very satisfactory storage systems 
are now in operation. The State of Georgia has a very ample supply 
of storage warehouses, the greatest supply of any State in the United 
States, possibly, for cotton. Its methods are known in the State of 
Georgia, but are not utilized or known in other States. Let us inves- 
tigate what is being accomplished at points where they have good 
systems, good practices with reference to warehouses, and let us 
induce by suggestions and demonstrations the utilization of the same 
good methods in sections where they are not now doing that. 

Mr. McLaughlin. Are the storage houses in one State following 
the methods in other States on their own account ? 

Mr. Brand. Not to any account. 

Mr. McLaughlin. Is ther any State le^slation looking to this 
mvestigation for the benefit of the people within the State? 
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Mr. Brand. There is such legislation on the statute books of prac- 
tically every State in the South with reference to warehouses. It is 
very contradictory and varies greatly for the different States. It 
would seem that one of the most important things is to secure uni- 
formity in that matter and such investigations would have a distinct 
bearing on that point by calling attention to the desirable features. 
Louisiana has, perhaps, the most comprehensive warehouse law of any 
of the Southern States. 

Mr. McLaughlin. What about the " utilization of cotton and its 
products " ? 

Mr. Brand. That is a general conferring of authority to determine 
by spinning tests the values which relate to length, grade, etc. That 
does not relate to spun cotton, but to raw cotton and cotton seed. 

Mr. McLaughlin. It says "cotton and its products," and that 
would mean cotton cloth in all its forms. 

Mr. Brand. Not in the sense we have it in mind. 

Mr. McIiAUGHLiN. What sense have you in mind ? 

Mr. Brand. Lint and seed and nothing beyond that. 

Mr. Eeilly. Cotton products? 

Mr. Brand. Yes, sir. It is taken from the producing point of 
view and not from the manufacturing point of view. 

Mr. Haugen. You will actually spin cotton or get samples of cot- 
ton spun in order to ascertain and determine the exact value of the 
cotton ? 

Mr. Brand. That is a necessary portion of the investigation to 
carry on the spinning tests. 

Mr. McLaughlin. One of these sections provides that the Secre- 
tary of Agriculture shall prepare practical forms of all of the grades 
or classes. Is that the ordinary samples of all the standards of 
cotton ? 

Mr. Brand. That is the practical form. The general descriptive 
form is used to cover all of the methods of displaying a standard. 

Mr. McLaughlin. And the Secretary of Agriculture is authorized 
to furnish such forms to persons who may wish them at a cost to 
be determined by the Secretary of Agriculture. Heretofore when 
legislation has been enacted respecting that a price has been fixed? 

Mr. Brand. Not in the legislation. 

Mr. McLaughlin. Do we not say something about 25 or 35 cents? 

Mr. Brand. You must have gotten that out of the department's 
announcement. 

Mr. McLaughlin. There is a provision in some of the laws that 
the price to be paid shall not be less than the actual cost ? 

Mr. Brand. I think there is some wording to that effect. 

Mr. McLaughlin. Is it necessary to have that provision in this 
biU? 

Mr. Brand. I think the idea was to leave that to the Secretary 
with full knowledge that he would not assess an unfairly high price, 
nor would he make the price so low as to constitute a loss to the 
Government. There would not be any objection to that. 

Mr. McLaughlin. There would be an immense demand for those 
samples and the supplying of the demand would entail a very large 
expense. Would it not be advisable to limit it in some way so as to 
assist the Secretary in determining a fair price? 
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Mr. Bra.nd. I see no special objection to that. The only point I 
would mention is this, that it is almost impossible to accurately 
determine the cost, and to use statute language would indicate that ' 
the cost could accurately be determined. In conducting investiga- 
tional work in connection with other work you can never separate 
all of the items of cost chargeable against any particular set of 
standards, and the Secretary would take those costs into account in 
fixing the price. However, I see no particular objection to the in- 
clusion of any such language. 

Mr. McLaughlin. Sometimes in matters of this kind, where goods 
are to be inspected for the benefit of those who are buying and sell- 
ing, a fee is charged to cover the cost of the inspection service, and 
so on. What do you think of the advisability of having a provision 
of that kind in this bill ? 

Mr. Brand. I think we have such a provision in the bill. 

Mr. McLaughlin. I beg your pardon. I have not had an oppor- 
tunity to thoroughly read the bill. 

Mr. Haugen. If an appeal is taken ? 

Mr. Brand. Yes, sir; section 11 provides: 

That the Secretary of Agriculture may charge and cause to be collected such 
fees as he may deem proper for licenses and renewals thereof — 

That is the license fee, however, that. is not the one. 
Mr. McLaughlin. It says further : 

And shall fix and cause to be collected from the parties in controversy the 
costs or charges for all determinations. 

Mr. Brand. All fees were included in one clause. 

Mr. McLaughlin. Is there any provision for a charge against the 
buyer or seller for the service of the inspectors in assisting them to 
arrive at the proper value of the produce changing hands? 

Mr. Brand. No, sir. 

Mr. McLaughlin. Have you considered that ? 

Mr. Brand. We have considered it, yes; but not in the light of 
providing any statutory enactment to cover it. We believe it best 
to leave that to private agreement between the parties to the trans- 
action. It would not be wise to say that the fee for grading a bale 
of cotton should be 10 cents. In Waco, where they have from 30,000 
to 40,000 bales of cotton, a man might make a jBne living at 10 cents, 
while at Greenville he might not be able to make a living at the 
same rate. In a market that had a small number of bales it might 
be necessary to charge a higher rate. 

Mr. McLaughlin. It might be proper for the Government to re- 
quire a fee to be paid to cover the Government expense, and would 
it not be well to give the Secretary of Agriculture authority to fix 
the rate which should be charged against the buyer or seller ? 

Mr. Brand. I think it would be much better in view of the diffi- 
culty of the administration of any provision of that kind to give 
him authority to make rules and regulations and let him vary them 
according to the needs of the different sections. 

Mr. McLaughlin. Do you think it would be proper to require a 
fee to be paid to the Government to cover the expense? 

Mr. Brand. Only in cases where there is a dispute and an investi- 
gation or examination. 
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Mr. McLaughlin. But there are investigations and certifications 
in innumerable cases where there is no dispute ? 

Mr. Brand. I do not think the Government should be a party to 
those in any respect until they become a dispute. 

Mr. Reilly. The Government is not put to any expense until there 
is an appeal from the grading inspector? 

Mr. Brand. No, sir. 

Mr. Maguire. Those inspecors are not salaried by the Govern- 
ment ? 

Mr. Brand. No, sir ; they are licensed to grade cotton. 

Mr. Maguire. And they are supposed to receive a salary from some 
concern ? 

Mr. Brand. They may be salaried employees of some big cotton 
firm. A large firm handling from 100,000 to 300,000 bales of cotton 
will have from 4 to 12 graders. These men will receive their sal- 
aries as employees and they will be licensed graders. They will re- 
ceive no salary from the Government. 

The Chairman. Like agents of a chamber of commerce? 

Mr. Brand. Yes, sir. 

The Chairman. The only relation that the Federal Government 
has to these graders is if the cotton which they grade goes into inter- 
state or foreign commerce? ' 

Mr. Brand. Yes, sir. 

The Chairman. And the Government is at no expense whatever 
except when a dispute arises, and that dispute is referred to the 
Secretary of Agriculture for examination? 

Mr. Brand. Yes, sir. 

Mr. Haugen. Are fees generally fixed by the State and the ex- 
changes ? 

Mr. Brand. There is no State grading system anywhere that is 
comparable with the grain system. 

Mr.. Haugen. The exchanges? 

Mr. Brand. Yes, sir. 

Mr. Haugen. Are they paid by fees? 

Mr. Brand. It varies. The New York Exchange has a board of 
cotton classers and they receive a salary. I believe each ordinary 
classer receives $3,000, and the chief of the committee receives $3,500. 

Mr. Haugen. Paid by the exchange ? 

Mr. Brand. They are salaried employees of the exchange. 

Mr. Haugen. And they in turn charge a fee? 

Mr. Brand. No. 

Mr. Haugen. No- fee? 

Mr. Brand. Absolutely no fee. Their fees were done away with 
in order to remove from them any interest whatever in the cotton. 
They receive their salary, and it is the same salary, no matter whose 
cotton it is. 

Mr. Haugen. The testimony before the committee was that they 
charged a 15-cent fee. 

Mr. Brand. The exchange charges that; the classers have nothing 
to do with it. 

Mr. Haugen. And that reimburses the exchange? 

Mr. Brand. There is a charge for grading cotton of so much per 
bale, but it is not paid to the classers. 
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Mr. Maguire. Those inspectors are now generally employees of 
the exchanges, the buyers of cotton. Do you feel that those men 
would be fair to the producers? 

Mr. Brand. There would always be an appeal from any decision, 
which is the regulatory feature of the act. The other party to the 
transaction can appeal, and if the first party is wrong he will be 
reversed. They wiU try to approximate the proper grade very much 
more than in the past for fear of losing their license. 

Mr. Hauqen. The department is opposed to the Federal inspec- 
tion of cotton, as it is of grain? 

Mr. Brand. I can not speak wholly for the department; I can 
speak, I think, qualifiedly. We believe that the first step is to try 
supervision. 

Mr. Haugen. You favor supervision? 

Mr. Brand. If supervision is sufficient, let us stop at supervision. 

Mr. Haugen. At present you wish to try supervision ? 

Mr. Brand. Yes, sir. That has not been tried. It is possible to 
do very many valuable 

Mr. Haugen ( inter posinffj. Personally, I believe in Federal in- 
spection to overcome the difficulty referred to. 

Mr. Brand. Most of the valuable results can be secured by super- 
vision. 

Mr. Haugen. I think a lot of good may come out of this bill. It 
may not be as good as Federal inspection, but I think it is a good bill. 

The Chairman. You may proceed, Mr. Brand. 

Mr. Brand. In our miscellaneous discussion we have covered prac- 
tically all of the additional sections; in fact, we have covered all 
the additional sections. If there are any further questions I shall 
be glad to answer them. 

Mr. Reilly. You suggested that the bill be modified to meet the 
present emergency? 

Mr. Brand. I think that would be a very desirable feature to in- 
corporate and that it would assist in the present emergency. 

Mr. Reilly. Would it not be rather a bad precedent after this 
flurry was over? 

Mr. Brand. No, sir. \ 

Mr. Reilly. Would it not encourage the planters i irsue the 
same plan next year and ask 15 or 20 cents? 

Mr. Brand. I do not see how they could get 15 or 20 cents if the 
Federal Reserve Board announced the amount which they would 
advance — ^say, 6 cents or 7 cents. 

Mr. Reilly. They could sell their cotton? 

Mr. Brand. Their cost of production exceeds that and there would 
would be no encouragement. 

Mr. Reilly. The grain men and other people would demand that 
the Government should furnish warehouses where the people pro- 
ducing crops could put them until they could get the price which they 
thought they should have? 

Mr. Brand. I think, so far as they can do that within any law or 
regulation that might be prescribed, they should be permitted to do 
it. The State of OMahoma has a law enforcing them to sell on the 
1st of January or to- pay a tax. 

IMt*. Reilly*. The question is whether the Government should give 
its sanction to that method? 
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Mr. Brakd. I do not think they could object to that, because the 
amount advanced in any case would be small. It would require a 
valorization at a high price in order to bring about the result you 
fear. 

The Chairman. You are not favoring the establishment of Gov- 
ernment warehouses? 

Mr. Brand. Not at all. 

The Chairman. Your proposition only is to license them? 

Mr. Brand. To license and supervise the warehouses. 

Mr. McKellar. To see that no fraud is committed and that the 
cotton shall be what it is represented to be when sold ? 

Mr. Brand. The Government makes no guaranties. 

Mr. Reilly. And that the Government should recognize such 
exchanges ? 

Mr. Brand. Yes, sir. 

Mr. Eeilly. What sort of an investigation will be carried on to 
provide good warehousing in this emergency? 

Mr. Brand. I think we should right away, quick, get. together 
plans of warehouses, and that we ought to furnish them without 
charge to any organization of farmers or any other individuals who 
wish to put up warehouses in this emergency. I think that would 
be a very desirable thing to do, to furnish them with plans of good 
types of warehouses and to give them every facility to build. 

Mr. McLaughlin. You think the Government should do th^t? 

Mr. Brand. Yes, sir. I think that is a type of education that the 
Government can well afford to carry on in this emergency, and that 
it would clear away a lot of loss oi time which would be necessary 
if a man were going to employ an architect. There are many good 
warehouses which can be put up at a reasonable cost.- I have a tele- 
gram from Oklahoma on that subject, which on account of the inr 
terest I will read : 

Have ironclad warehouse, capacity 30,000 compressed bales of 20,000 non- 
compressed ba^es, building eiiuipped with overhead-trolley system for stacking 
bales eight high; cement floor. Entire cost of warehouse about $15,000. Size 
100 by 250 feet, 24-foot walls. Now thinking of doubling capacity. 

In other words, there is a capacity of from* 20,000 to 30,000 bales, 
in accordance with whether it is compressed or noncompressed, se- 
cured at a cost of $15,000, or less than $1 a bale on the flat bale and 
50 cents on the compressed bale. There is economical construction 
that supplies all of these requirements. We should have plans of 
such warehouses and put them in the hands of the people. 

The Chairman. Have you such plans? 

Mr. Brand. We only have a few, because we have not had much 
opportunity to do this work. 

The Chairman. AVhat information have you as to the warehousing 
capacity of the South ? 

Mr. Brand. We are getting that information together. It i& 
rather a task, but I did get together the figures for North Carolina 
and Georgia and brought them with me. The ordinary warehouses 
of the State of North Carolina, according to our survey, have a 
capacity of 120,000 bales. The cotton-mill warehouses of that State 
have a capacity of approximately 350,000 bales. In addition to that, 

5^1 1 8—14 2 
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the compresses of the State have a capacity for possibly 100,000 ad- 
ditional bales, a total of 670,000 bales for the State of North Carolina 

The Chairman. What is the production of North Carolina? 

Mr. Brand. That is as much as it produces, but it is to be remem- 
bered that North Carolina does not use its own production, it is like 
South Carolina in that respect. 

The Chairman. What are the figures as to Georgia? 

Mr. Brand. The State of Georgia, the warehouses proper, have a 
capacity of approximately 400,000 bales. No ; that is the cotton-miU 
warehouses. It is a much smaller cotton-mill State than either of 
the Carolinas. The ordinary commercial warehouses, including all 
Farmers' Union warehouses, have a capacity of something like 
800,000 bales, as nearly as we can determine it. The total m the 
State of Georgia is roughly 1,250,000 bales. So far as we have been 
able to learn, no State has any greater capacity than that. 

Mr. Haugen. What is desired now, authority or additional ap- 
propriations to enable the department to furnish the specifications, 
blue prints, and so on ? 

Mr. Brand. If Congress would enact the legislation we would im- 
mediately indicate the type which should be erected. 

Mr. Haugen. Have not you that authority now ? 

Mr. Brand. Yes, sir. 

Mr. Haugen. Have you the money? 

Mr, Brand. We have the money, but we are spending more money 
for other things. 

Mr. Haugen. It would not take a great deal of money to furnish 
the blue prints and specifications? 

Mr. Brand. We put in a lot wherever we can. 

Mr. Maguire. As I understand, the protecting of the cotton is 
comparatively a simple proposition, and you have no complications 
as to the warehouse from the point of view of protecting the cotton 
against weather, and so one, as you would have with perishable 
products? 

Mr. Brand. It must conform with the underwriters' requirements 
so as to get a proper insurance rate. 

Mr. Maguire. There would not be any loss from the weather, and 
so on? 

Mr. Brand. A galvanized warehouse would answer the purpose. 

Mr. Maguire. That would be comparatively a simple proposition. 
On the other hand, a waremouse for the purpose of financing farmers 
or as a fiscal proposition would be entirely different? 

Mr. Brand. There would have to be a standard repository for the 
eotton under proper authority so that credit might be established. 

Mr. Haugen. Would you take bond from the licensed warehouse? 

Mr. Brand. It would be necessary that they be bonded in order 
that the enforcement of any claims against them would be possible. 

The Chairman. A committee from Augusta, Ga., yesterday vio- 
lated the Sabbath, under the " emergency," and called on me and left 
with me this picture of the warehouses in Augusta, which have a 
capacity of 100.000 bales, and an additional capacity of 100,000 
b:ales. Mr. Turner, from Memphis, Tenn., has shown me a picture 
of the warehouses in Memphis, which have a capacity of 2^jO,000 
bales. 
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'Mr. Turner. I had 240,000 bales under cover last year in com- 
pressed cotton, and not one twenty-eighth of the entire crop showed 
one drop of moisture. 

The Chairman. What is the situation in South Carolina, Mr. 
Stackhouse ? 

Mr. Stackhouse. One hundred and seventy-five thousand bales 
for the warehouses proper, and for the cotton mills approximately 
250,000 to 300,000 bales.' The figures as to the warehouse capacity of 
Georgia are wrbng, I think. 

Mr. Brand. Those figures were obtained from the mills this year. 

Mr. Stackhouse. At Charleston we have capacity for about 100,- 
000 bales, and the State of South Carolina could take care of some- 
thing like 40 per cent of the South Carolina crop. 

The Chairman. What percentage of the cotton crop of South 
Carolina is consumed by its own mills? 

Mr. Stackhouse. South Carolina grows about 1,400,000 bales, and 
the mills consume about 700,000 bales. 

Mr. McLaughlin. All the transactions between the buyers and 
sellers in the State are local transactions, and controlled almost alto- 
gether by the State law. Now, you spoke of bonded warehouses 
where it is proposed that some security be given by one who places 
cotton there, or that a security be given to those who' place cotton 
there. Now, why could not the State take care of that ? 

IMr. Brand. I think the State might take care of it, but this is an 
emergency, and it would take a long time to secure legislation in 11 
States to bring that about. 

Mr. McLaughlin. What emergency do you refer to? 

Mr. Brand. We face this emergency, that we have closed the 
exchanges and are unable to ship abroad. 

Mr. McLaughlin. Yes. 

Mr. Brand. The countries that are at war normally consume above 
8^000,000 bales of our cotton. 

Mr. McLaughlin. Even at that, will it be necessary for the Gov- 
ernment to interfere by legislation to provide for bonded ware- 
houses, the regulating of them, etc. 

Mr. Brand. I think that unless something is done to straighten out 
the situation, the economic loss to this country will be enormous. I 
think it is possible to do something, and I think it is a case where 
quick action and suitable action are a sight more important in a way 
than the question of just whether the authority is ample, although I 
think that it would not be necessary to transgress upon anyone 
else's authority 

Mr. McLaughlin. I want to ask another question in regard to the 
expense of carrying this out. There would be, of course, some ex- 
pense connected with these inspections of the mills and of their 
processes, and of the methods of getting cotton ready for market, but, 
otherwise than that, there will be no expense on the Government 
except in case of appeal from one of the parties to a transaction to 
settle a dispute, and that expense is proviaed for. This bill provides 
that those engaged in the dispute shall reimburse the Government? 

Mr. Brand. Yes, sir. 

Mr. McLaughlin. In the final roundup, then, aside from this in- 
vestigation work that is to be done, all of these activities are to be 
self-supporting? 
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Mr. Brand. In their regulatory features, but not in their investi- 
gatory features. 

Mr. McLaughlin. Largely these investigatory features are along 
the lines now being pursued by the Government? 

Mr. Brand. Yes, sir; but not as extended as they necessarily will 
be under this broad authority, although you are right so far as the 
main features are concerned. 

Mr. McLaughlin. You say that this investigation will be made to 
a greater extent. Outline that, if you please. 

Mr. Brand. Well, take the suggestion I made with reference to 
warehouses. When this bill was brought up to us in regular course 
by Mr. Lever there was no consideration of licensed warehouses in 
there, because there w^as no emergency that would make any such ac- 
tion necessary, so that any activities with reference to licensing ware- 
houses and the expenses incident thereto would be wholly asioe from 
the provisions of this bill. 

Mr. McLaughlin. That would be only to deal with this emer- 
gency ? 

Mr. Brand. Yes, sir; largely. There would be the expense of 
these graders that it Avould be necessary to license to vise the pre- 
liminary showing of the persons who are to be made licensed graders. 

Mr. McLaughlin. Does this bill provide that a fee may be 
charged for licensing a grader that may be made large enough to 
cover the expense? 

Mr. Brand. Yes, sir; that could be covered into the Treasury. 
My suggestion would be merely to appropriate that money to the 
Civil Service Commission, which already has the machinery for 
handling thousands of these applications, and that that commission 
be directed to handle them under such rules and regulations as the 
Secretary of Agriculture may prescribe. 

Mr. McLaughlin. What further expense would there be that is 
not to be covered back into the Treasury ? 

Mr. Brand. All of the investigation work relating, for instance, 
to suitable methods of transportation, the suitable protection of cot- 
ton, and the scientific investigation required to determine what would 
be a suitable basis for the establishment of length standards, mois- 
ture standards, etc. We have carried on a little moisture work, but 
much remains to be done which has not been touched at all. 

Mr. McLaughlin. Those are along the very lines now followed 
bv the Government? 

Mr. Brand. Yes, sir; but they will be made much more compre- 
hensive, as the proper conduct of such an important act as this 
w^ould require. 

Mr. Maguire. I see the bill provides an appropriation of $350,000. 
Do you think that much will be necessary ? 

Mr. Brand. I do not think it could be done for less than that; and 
there ought to be added at least $20,000 for the Civil Service Com- 
mission if it is the purpose to have that commission to perform this 
duty. 

Mr. Maguire. And that would have to be continued, I suppose? 

Mr. Brand. I should think so. Possibly not all of it, but, I think, 
very nearly that sum would be necessary. 

Mr. Maguire. How much do you think is now appropriated to 
the Agricultural Department for this character of work:? 
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Mr. Brand. About $130,000, possibly. I do not know exactly what 
the Sinn is that is at present appropriated for the types of activities 
included among those specified in this bill. 

The Chairman. It is $90,000, as I recollect it. 

Mr. Brand. It is $91,000 in one item, and then, roughly estimating, 
there are $40,000 in another item. 

Mr. Maguire. That does not include investigation work such as 
is carried on down there by the numerous field demonstrators? 

Mr. Brand. Xo, sir; it does not include that. That includes only 
those things that relate specifically to the subject matter of this bill. 

The Chairman. Summarize briefly, if you will, what the provi- 
sions of this bill intend to accomplish, aside from those investigatory 
lines of work that are covered in section 2. 

Mr. Brand. It is intended to put the cotton industry, so far as it 
relates to dealings in raw cotton, on an intelligent and intelligible 
basis; to remove the extremely complex situation which prevails at 
present, whereby information in one section of the trade is prac- 
tically held unknown to another section of the trade. As some one 
has put it with reference to another industry, some of the activities 
are going on in individual water-tight compartments, and some in 
others, and nobody knows what is going on in the other compart- 
ment, although all of it relates to one given subject. It is the purpose 
to iron out some of the wrinkles and to simplify the process of get- 
ting the cotton from the grower to the manufacturer. It is not 
aimed in any respect in an inimical way at any present handlers of 
cotton. There is no thought of knocking the buyer or anyone else. 
The whole idea is to eliminate waste wherever it can be eliminated, 
with a view to bringing to the producer as accurately as may be the 
value of the particular grade of cotton that he produces. In brief, 
that is the purpose of the bill, and that is what it would accomplish 
if properly carried out. 

The Chairman. You would identify every bale of cotton from the 
time it leaves the primary market until the time it reaches its final 
destination ? 

Mr. Brand. Yes, sir. 

Mr. Reilly. That warehouse that was constructed in Oklahoma 
has satisfied the necessities, has it not? 

Mr. Brand. Yes, sir. 

Mr. Reilly. Then, why could not the private enterprise of the 
people of the South produce the same results by the construction of 
other such warehouses? 

Mr. Brand. They put their money where it pays best, just as they 
do everywhere else. Those who build warehouses are connected with 
the cotton business in some way, and they make money out of ware- 
houses in connection with other activities. There are very few ware- 
houses that simply do a storage business and provide space where 
anyone can store their cotton independently of any other trans- 
action. Practically every warehouseman, if not all of them, are 
cotton factors or are engaged in buying cotton. 

Mr. Reilx-y. What advantage would the people in the Southern 
States have in the constructon of warehouses under this proposal 
other than the advantage that man in Oklahoma had in constructing 
that warehouse? 
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Mr. Brand. It would have this advantage in the present emergency, 
that it would form a suitable place for cotton in order that money 
might be borrowed on it. Other than that, it would have no economic 
advantages that do not exist or that any locality would not have 
from a warehouse like that in Oklahoma. 

Mr. Maguire. This provides nothing for warehouses. It only 
provides for an investigation. 

Mr. Brand. The provisions incorporated in that bill are wholly 
for investigations. 

Mr. Maguire. Then how would you meet the emergency? 

Mr. Brand. My suggestion was that it might be advisable to in- 
clude additional language in the bill relating to warehouses. 

Mr. Maguire. Is not the present emergency a question of foreign 
shipping? Is not that the real emergency we are up against now? 
How will this bill meet that emergency ? 

Mr, Brand. If it is properly carried out, with the suggestions that 
have been tnade, we believe that it will furnish the necessary ma- 
chinery so that cotton can be made a suitable basis for credit. 

Mr. Maguire. I know, but it takes some time to get all of that 
machinery into force. It seems to me that it would take many 
months to do that. Even with the machinery in an advanced stage 
of preparation, it would take three or four months to get this into 
operation. 

Mr. Brand. There are in existence at the present time several 
classes of warehouses. There are cotton-mill warehouses, commer- 
cial warehouses, port warehouses, farmers' union warehouses, and 
then there is the additional possibility of the quick construction of 
additional warehouse facilities. 

Mr. Maguire. I did not particularly refer to warehouses, but I 
meant the whole bill itself. 

Mr. Brand. Let us register all these warehouses quickly; let us 
classify them as to the kind of protection they afford, both as to fire, 
water, and as to credit. JLet us classify them and give them a stand- 
ing, so that cotton may be put in them and money borrowed on it. 

Mr. Maguire. Are yoii considering the point that there is likely to 
Le very much controversy before the bill gets through the two Houses 
of Congress? 

Mr. Brand. However much it may be controverted 

Mr. Maguire (interposing). That would mean much delay, and 
you would not meet the present emergency. 

Mr. Brand. How else can we meet it ? 

Mr. Maguire. The only way to meet an emergency is to meet the 
emergency at the time. If you have a delayed program, you can 
not meet it. 

Mr. Brand. I believe the proposal I have made can be carried out 
in sufficient detail in 40 days and possibly in 30 days. If we go at it 
vigorously and get this machinery started in the sections where the 
crop is beginning to move now and then move northward, we will 
have more time for doing the work in the sections where the slightly 
cooler climate delays its maturity. 

Mr. McKellar. Your idea is predicated upon the Government 
lending money on cotton or buying the cotton outright, is it not ? 

Mr. Brand. Yes, sir. I do not think the Government should 
directly make the loans, although I believe that under the section of 
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the Federal reserve act that I have cited it would be possible for 
members of the Federal Reserve Board to extend loans on cotton that 
complied with the conditions laid down in this bill. 

Mr. McKellar. Your idea is to simply enact a law providing by 
regulation for registered warehouses, so as to expedite those kinds of 
loans rn cotton. Is that your idea? 

Mr. Brand. Yes, sir. 

Mr. McKellar. Is there not in this emergency the question of pro- 
viding a market for cotton and transportation for cotton to those 
countries that are now at war ? Does not that form a very important 
part, so far as the keeping up of the price is concerned? For in- 
stance, if we had ships to send cotton to England now, would not 
that aid the market very greatly, England taking such a large part 
of our export cotton, and her spindles being in position to run not- 
withstanding the war ? If we had ships in which to send our cotton 
even to England alone, would not that have a great effect in keeping 
up the price ? 

Mr. Brand. That would unquestionably help. But we would be 
going up against an unknown quantity over there 

Mr. McKellar (interposing). Is it not true that cotton in Ijivei> 
pool is selling for a much greater price now than in this country ? 

Mr. Brand. We do not know^ the Liverpool exchange is closed. 

Mr. McKellar. At the last report I think cotton was selling there 
-at 13 cents and a little more. I believe it was 13f . It was about 
13f , and the last price paid in Houston, Tex., was about 10 cents. 

Mr. Brand. Of course a part of that difference represents transpof* 
tation, and the rest of it represents the depression due to present 
conditions. 

Mr. McKellar. Is your Division of Markets taking any steps to 
see what the demand is in England, and to see whether they can 
utilize cotton there ? 

Mr. Brand. We have a very small organization, and I believe 
that the State Department, which is one of our foremost depart- 
ments, is unable to get cablegrams through. So we are not wasting 
much time on those big things. 

The Chairman. Let me suggest to Judge McKellar that the State 
Department has been requested to get in touch with all our consuls 
with reference to that very matter, and to get information back to 
us as quickly as possible. The State Department is now doing that. 

Mr. Brand. For the sake of getting it into the record, I have 
prepared some statistical information, and I will give it to you as 
quickly as possible. There are in the world a total of approximately 
143,000,000 spindles. Ninety-three million of those spindles are ia 
the countries that are now at war, 32,000,000 of those spindles are in 
the United States, and 18,000,000 of them are in other peaceable 
countries, or countries at peace. Of the 93,000,000 spindles in the 
countries that are at war, England has 55,600,000, Germany has 
11,200,000, Kussia has 9,300,000, France has 7,400,000, Austria has 
4,900,000, and Italy has 4,600,000. Of those in the countries at peace 
India has 6,000,000 spindles engaged almost exclusively in the manu- 
facture of coarse goods; 2,000,000 spindles are in Japan, and they 
are working overtime now in trying to supply their own demand 
and the demand in China. In other words, there are only about 
60,000,000 spindles in the countries that are at peace. 
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The Chairman. What is the number in England? 

Mr. Brand. Fifty-jBve million. 

Mr. Garrett. If England should gain control of the seas within 
the next few weeks, would that steady our market ? 

Mr. Brand. It certainly would. That would be a distinct help. 
Now, with reference to the export of raw cotton. Last year we 
exported approximately 8,700,000 bales and we consumed at home 
something less than 5,500,000 bales. Of the 8,700,000 bales exported 
England took 3,300,000 bales, Germany took i.250,000 bales, France 
took 800,000 bales, Austria took 625,000 bales, Italy took 550,000 
bales, and Bussia took 375,000 bales. Now, there is to be considered, 
in addition to the surplus of our own crop, the surplus of the In- 
dian and other crops, amounting to between three and four million 
bales. 

The Chairman. In that connection, have you any information as 
to the condition of the Indian and Egyptian cotton crops? 

Mr. Brand. We know in a general way. We had a dispatch from 
the Consular Bureau of the State Department saying that they had 
the best crop that they had ever had in India and that Bombay cot- 
ton sales were bigger than ever before and that cotton to the num- 
ber of thousands of bales was piled in the open exposed to the 
weather. 

The Chairman. Does India consume any of her cotton? 

Mr. Brand. I think practically none, or perhaps 100,000 bales 
of the better grades that goes to certain wealthy, luxury-loving 
people of that country, but I think that the best of that comes from 
Egypt. 

The Chairman. Have you made any study of the capacity of our 
mills in this country — if they were run to their very limit? 

Mr. Brand. Very little, but to this effect, that putting them all 
in commission they could possibly use 7,000,000 bales. 

The Chairman. You think that the limit of our consumption would 
be 7,000,000 bales? 

Mr. Brand. I think our spindles could handle that. 

The Chairman. What is the number of spindles in Canada ? 

Mr. Brand. I do not know what part of that 32,000,000 is in Can- 
ada, but possibly about 6,000,000. I would not want to hazard a 
statement as to that. 

The Chairman. When you make the statement that 7,000,000 bales 
might be used in this country, you mean to include Canada also? 

Mr. Brand. Yes, sir. 

Mr. Garrett. We import a large part of the Egyptian cotton, do 
we not? 

Mr. Brand. Yes, sir. 

Mr. Garrett. The larger part of it? 

Mr. Brand. No, sir. 

The Chairman. Mr. Stackhouse, have you any idea as to whether 
or not labor conditions are such in South Carolina, for instance, as 
would permit the cotton factories to run overtime ? 

Mr. Stackhouse. Mr. Parker, the largest cotton manufacturer in 
our State, was asked that very question, and he said that the manu- 
facturers of cotton are up against the same condition now that the 
producer of cotton is up against, and that he does not think there 
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can be any great increase in the consumption of cotton during this 
time. That was his answer to that question. . 

Mr. Chairman. Mr. Parker also told me about the same thing. 

Mr. Brand. I do not want to criticize that statement, but it seems 
to me that if we do not increase the consumption of raw cotton we 
will be losing a great opportunity to develop our trade in South 
American countries. 

The Chairman. I think it is a question of getting sufficient help 
to run the mills. 

(Thereupon, at 12 o'clock noon, the committee took a recess until 
to-morrow, Tuesday, August 11, 1914, at 10.30 o'clock a. m.) 



Committee on Agriculture, 

House of Representatives, 
Washington^ D. C.^ Tuesday^ August 11^ 1911^. 
The committee met at 10.30 o'clock a. m. 

Present : Eepresentatives Lever (chairman) , Rubey, Jacoway, Moss, 
Reilly, Haugen, and Helgesen. 

The Chairman. The committee will come to order. I have ap- 

Eointed on the subcommittee to handle this cotton-grading bill, Mr. 
lee of Georgia, Mr. Candler of Mississippi, Mr. Haugen, of Iowa, 
and Mr. McLaughlin, of Michigan, the ranking men on the com- 
mittee. 

Col. Watson, are you ready this morning to proceed ? 
Mr. Watson. I would suggest, Mr. Chairman, that you hear Mr. 
Hunter, of Memphis, this morning. 

The Chairman. We shall be very glad to hear from Mr. Hunter. 

STATEMENT OF MR. JAMES P. HUNTER, VICE PRESIDENT OP THE 
MERCANTILE NATIONAL BANK, MEMPHIS, TENN. 

Mr. Hunter. Mr. Chairman and gentlemen of the committee, 
cotton is the great gold-producing crop of the United States. This 
crop sold under ordinary conditions, will not only supply home con- 
sumption but will bring into the United States in round numbers 
$600,000,000 of foreign gold. It is the great factor we have in hold- 
ing the balance of trade in our favor. Cotton is the most important 
crop of the South. In fact, it is the crop of the South. 

The problem of marketing the crop is the most important financial 
question confronting the country to-day. It is a question of national 
importance, as it determines our balance of trade and importation 
of gold. 

We merely state these facts with which you gentlemen are familiar 
in order to accentuate the importance of protecting the value of 
cotton under the present conditions, not alone for one section of the 
coimtry but for the entire Nation. 

We have been confronted most suddenly by a world-wide disaster 
involving the principal cotton importing countries in war. These 
countries under normal conditions import one-half of our cotton 
crop. 

How long these conditions will continue or what will be the magni- 
tude of these destroying agencies upon the marketing price of this 
cotton crop no one can foretell. 
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The acute question presented to the people of the South who are 
just now beginning to gather this crop is, How and by what means 
can prices be maintained? How can the situation be handled so 
that the producer of cotton can realize a fair market value for his 
crop? 

In analyzing this situation one of the first, among many things to 
be considered, is the element of time. It is better that this condition 
should arise now, than later in the season when we would have been 
in the midst of marketing this crop, yet the time to market is close 
upon us. There is not a moment to lose in whatever measures of 
relief may be devised. 

There is little time to put into operation any new or theoretical 
plan for material aid. Certification and valorization would mean 
maintaining a fixed price by the Government, which in the last 
analysis means the Government buying at a fixed price, and holding 
a percentage of the crop. We will not stop to discuss the prac- 
ticability or feasibility of this plan. 

Then, what is the most practical solution of the question under 
all the difficulties surrounding us? 

How can we withhold the surplus portion of this crop from the 
market and from absolute sacrifice until conditions of transporta- 
tion and consumption become normal? 

I have been asked by the chairman of our cotton exchange com- 
mittee to speak to you gentlemen from the banking view of this 
situation. Permit me to say the question is just as puzzling to the 
banker as any other business man, and what I may say I trust will 
be taken by you gentlemen as suggestive rather than the expression 
of a fixed opinion. 

You are all familiar with the Federal reserve act, the act of 1908 
authorizing the issue of an emergency currency and the amendments 
to this act, extending its operations and giving larger discretionary 
power to the Secretary of the Treasury. 

As you know there are certain limitations fixed upon the banks 
in regard to rediscounts with the regional banks of commercial paper, 
the obtaining of emergency currency of only 30 per cent upon com- 
mercial paper, the limiting of any loan to 10 per cent of a bank's 
capital, which is a wise and safe provision under normal conditions, 
the exclusion of a national bank from participation in the distribu- 
tion of the emergency currency that has a fully paid up capital, 
but does not have a 20 per cent surplus. These are some of the 
limitations that might be modified or suspended in emergency con- 
ditions. 

Then, how does it strike you to permit, if feasible, the State banks 
that have not become members of the reserve association — under 
such conditions as now confront us — to participate in the use of the 
emergency fund under resonable regulations? Enact such emergency 
amendments to the present law as will give to the banks of the 
country the very broadest latitude, in order to finance the holding 
of the surplus of the present crop. 

The individual bank at last will be required to use sound business 
discretion in making these loans. 

Cotton is the easiest and safest of all crops to handle as a col- 
lateral. It can be protected by warehausing, identification, and 
insurance, and does not deteriorate by reason of the time it is held. 
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It is a fact, well established in the commercial world, that with 
reasonable precaution, there is less chance to lose on loans made on 
cotton as a collateral than on any other class of commercial paper. 

The southern farmer under existing conditions will need little 
persuasion to do his part in holding this crop. Say it has cost him 
$40 per bale to make his cotton, and under normal conditions it is 
worth $80 per bale. If he can get a suflScient amount to enable him 
to pay his debts contracted for making the crop, he will carry the 
prospective profit himself. The factor we feel sure will do what he 
can to assist him as far. as possible within the limitations of good 
business. 

It therefore seems to us, if you gentlemen will permit the sug- 
gestion, that our relief must come through the use of this emergency 
currency and crop-moving fund supplied through the channel of 
the banks of the country in as liberal a spirit as is consistent with 
conservative business methods in order to aid the South. to hold the 
present crop until normal conditions of consumption and transpor- 
tation are restored. 

Mr. Anderson. Mr. Hunter, in your statement you referred to 
liberalizing certain provisions of the Federal reserve act. Now, we 
passed a bill just the other day. Did you have that in mind in 
making your statement? 

Mr. Hunter. Yes, sir. I have read very carefully that amended 
bill; but that amended bill, of course, overlooks the matters that I 
have mentioned this morning. For instance, as I have shown with 
regard to this emergency currency, a national bank may have $1,- 
000,000 paid-in capital in cash, and if it does not have 20 per cent 
surplus they are not entitled to participation in the distribution of 
this emergency fund. It seems to me that that part of he bill a least 
should be amended, because there are a number of national banks 
that have a fully paid-in capital that have commenced business in 
the last year — as we have in our bank in Memphis — that have not 
yet accumulated the 20 per cent surplus, and yet they are just as 
sound financially as the bank that has the surplus; and this large 
amount of banking capital should not be cut off from the distribu- 
tion of this emergency fund because they have not the 20 per cent 
surplus. 

The Chairman. Is it true also, Mr. Hunter, that under the provi- 
sions of this Vreeland-Aldrich bill a national bank would be per- 
mitted to loan to one individual only 10 per cent of its capital and 
surplus? 

Mr. Hunter. Yes. The regional bank is only permitted to lend 
10 per cent of its capital stock to any individual, firm, or corporation. 

The Chairman. What would you say as to liberalizing that fea- 
ture? 

Mr. Hunter. I should say that ought to be liberalized in a case 
of emergency, though ordinarily it is a good provision. 

The Chairman. How far would you go in that direction? What 
per cent would you think would be safe 5 

Mr. Hunter. I think it might go to 20 per cent very easily. 

The Chairman. You think it would be unsafe to go beyond 20 
per cent? 
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Mr. Hunter. Well, I do not know how far the matter might be 
liberalized, but at least it could be doubled with perfect safety, I 
should say, in an emergency. 

Mr. Moss. If this provision were enacted into law, what limit of 
price do you expect the banks themselves would place upon cotton 
where they were advancing funds and holding cotton as collateral? 

Mr. Hunter. As to that 1 can not say. The banks in the usual 
course of business, I will say, in our State last year advanced from 
$40 to $60 a bale — ^under normal conditions. 

Mr. Moss. Did I not understand you to say that if the farmers 
could get back the cost 

Mr. Hunter. They could carry the profit undoubtedly, and I be- 
lieve they would do it. The natural disposition of the southern 
farmer is to hold the cotton. 

Mr. Moss. I understood your statement to be that the law should 
be so amended that the bankers of the South could advance the 
cost, and therefore you would divide this into two parts, the bank- 
ers carrying the cost and the farmers carrying the profits ? 

Mr. Hunter. Yes, sir. 

Mr. Moss. On that basis, what do you think wculd be the minimum 
price on cotton? I am assuming that you are going on the basis 
that the banks of the South ought to carry the cost to the planter. 
How much is that, in your opinion ? 

Mr. Hunter. That varies in different localities. The cost of pro- 
duction of a bale of cotton in Tennessee wculd differ from the cost 
of production of a bale of cotton in Texas. I should think that 
would be localized as to the terirtcry in which the cotton was pro- 
duced. I can not say that I have any figures on that, but I am sup- 
posing that cotton is going to cost between $30 and $40 a bale. 

Mr. McKellar. Would not the amount that the bank would lend 
always depend upon the good judgment of the individual banker? 

Mr. Hunter. The loaning, in my judgment, gentlemen, will have 
to be done by the bank in its own locality, to its own people, and 
under the conditions that surround the borrower as to his financial 
condition and every thing of that kind. That must be localized. 

Mr. Moss. Now, as to any method of valorization that might be 
taken, your theory is not that the Government, as such should under- 
take it more than to liberalize the banking laws and throw this as a 
local problem on the banks and the planters ? 

Mr. Hunter. That appears to be the practical view. 

The Chairman. You are not in favor of the general idea of valori- 
zation at all, are you, Mr. Hunter — of the Government taking this 
cotton over at all and holding it ? 

Mr. Hunter. I can not say that I disfavor that. 

The Cpiairman. Let me ask you another question. What per cent 
of the cotton crop is made on credit ? Have you any idea ? 

Mr. Hunter. There is another gentleman present that can tell you 
a great deal more on that than I. We have some practical cotton 
men here. 

Mr. Haugen. The bank being responsible for a profit to the de- 
positors arid the stockholders, of course it would have to be left to the 
discretion of the bank as to the amount that should be advanced ? 

Mr. Hunter. The banker woiild have to use his discretion in this 
emergency as he would in any other case. 



UNIFORM STANDARDS FOR COTTON. 29 

Mr. Haugen. It would have to be left to him, or the Government 
'VNOuld have to assume the responsibility? 

Mr. HiJKTER. I should think one or the other. 

Mr. McKfxlar. Will you please state, so the record may show^ 
what bank you are connected with, and whether it is a national or 
State bank? 

Mr. Hu^'TER. I am vice president of the Mercantile National. It 
is a new bank. We commenced business on the 11th day of last 
May with a paid-in capital of $500,000. 

Mr. McKellar. You are the vice president of that bank? 

Mr. Hunter. Yes. 

The Chairman. Your surplus does not come up to the requirements 
of the Vreeland-Aldrich Act? 

Mr. Hunter. We did not commence with a surplus. We paid in 
$500,000 of capital, and, while we are practically $20,000 to the good, 
we expect to build up a surplus. 

The Chairman. You could not, therefore, participate in these 
funds ? 

Mr. Hunter. I think that under the present bill our bank, like sev- 
eral other banks in the South, would be eliminated from the issue of 
this emergency currency. 

Mr. McKellar. Unless you paid in an additional amount of sur- 
plus? 

Mr. Hunter. Unless we raised 20 per cent more, which is not a 
very easy matter for a bank of that size. 

Mr. McKellar. Mr. Hunter, will you give the committee in con- 
crete form your suggestions, if you have any, as to what ought to be 
done ? What amendments, if any, should be adopted ? 

Mr. Hunter. I think I have put into my statement, Mr. McKellar,. 
in a suggestive way, but not absolutely fixed, my ideas along that 
line. 

Mr. Reilly. Has your bank joined the Federal reserve system? 

Mr. Hunter. Yes, sir. 

Mr. Reilly. You would, of course, have all the advantages of that 
system as soon as the system is organized ? 

Mr. Hunter. Yes, sir. We do not seem to come under the issue of 
this emergency currency. 

Mr. Watson. The next gentleman that I suggest is Mr. W. G. 
Turner, vice president and general manager of the Memphis Ter- 
minal Corporation, owning a large warehouse out there, who will 
deal with the warehouse situation, cotton as collateral, and all those 
incidental points. 

STATEMENT OF MR. W. 0. TURNER, VICE PRESIDENT AND GEN- 
ERAL MANAGER OF THE MEMPHIS TERMINAL CORPORATION, 
MEMPHIS, TENN. 

Mr. Turner. Gentlemen, I took the liberty of sending a letter to 
the committee touching nine subjects with which I am tolerably 
familiar. Of course I do not want to consume the time of the com- 
mittee by endeavoring to exhaust all those subjects, but I shall be 
glad to proceed along any line that the committee may desire. 

The Chairman. I think, Mr. Turner, inasmuch as you have a good 
deal of technical information about warehousing, cotton grading,. 
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and the like, it would be very well for you to discuss the provisions 
of this bill, giving us your ideas as to whether or not it would be 
effective, what its effect will be in the situation — if you have given 
any thought to the details of the bill. 

Mr. Turner. I have given considerable thought to that subject. 
I think you have arranged a comprehensive measure for meeting the 
situation of the contemplated excessive increment of cotton, to place 
it as collateral to meet any emergencies that may arise. I am pre- 
pared to discuss any measure you gentlemen want to put before me 
to the best of my ability, but so far as generalizing on the subject is 
concerned, I am afraid I would only taKe up your time. If you care 
to have me do so, I will begin this letter I have started, and then that 
may bring forth interrogatories, and I will give you gentlemen the 
benefit of anything I know on the subject. 

The first subject I had in mind was to describe the difference be- 
tween the collateral issued on cotton and the collateral issued on 
grain. I might tell the gentlemen who may not be familiar with the 
conditions the differences between the relations of cotton to collateral 
and the relations of grain to collateral, and how it is impossible to 
figure from the standpoint of the practice above Mason and Dixon's 
line the relative merit of the two situations. 

Now, in the grain business, where the banks and the bankers of the 
North have been in the habit of lending money on collateral, they 
have treated grain as a fungible article. In other words, when a 
man puts his grain in an efevator and draws money against that 
number of bushels of grain he does not necessarily have those par- 
ticular bushels of grain. They commingle. The units of grain of 
that classification are all the same, and we might all have our grain 
in one bin, and that same grain could be brought out without any 
conflict to either of us and the deduction made from the original 
collateral. 

But now, gentlemen, as far as cotton is concerned, each individual 
bale of cotton has its individual value and its individual identity. 
From beginning to end it has a difference in grade, a difference in 
weight, a difference in classification as to staple, a difference in 
ownership, making it necessary to have its identity and its indi- 
viduality properly recorded and properly maintained from origin to 
destination. For that reason the issuance of collateral on a sys- 
tematized basis on cotton, a basis that has been thought out from 
experience, makes the cotton problem infinitely harder — ^not harder, 
but more technical, you might say — ^than the question of the bushels 
of wheat. That is all I have to say on that subject. 

The Chairman. Let us see if we get what you are driving at. 
Your proposition is that on account of the difference in the grades, 
in the length of staple, and various elements that enter into the differ- 
ent bales of cotton, in order that that cotton may become a safe col- 
lateral upon which money may be borrowed it is necessary first of all, 
as a fundamental, to work out some system of grading identification. 
Is that the idea ? 

Mr. Turner. No. This bill relates to that subject ; but while that 
bill is, in my opinion, absolutely correct for the future, yet for the 
immediate necessities every southern city, every southern market, has 
arrived sufficiently at the grade for the purpose of identifying values 
'mmediately upon the arrival of this coming crop on each individual 
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bale to establish values and meet this immediate emergency. In 
other words, if it should fall to my lot to handle a million bales of 
this cotton, I would be expected to analyze every single one of those 
million bales, and as fast as they would come in the weight and the 
grade would insure the intrinsic value of each individual bale. 

The question of licensing and all those things that were brought 
out yesterday by Dr. Bryant seem very much in line with what is 
necessary in handling cotton in the South, although after analyzing 
some little points I feel that he was somewhat in error about them, 
but on the general lines of what he said — I do not see where it can 
meet the emergency to-day. 

Mr. Haugex. Why not meet it to-day? 

Mr. Turner. We can meet it, but not the standardizing of the 
grades and all that. 

Mr. Haugen. Cotton has already been standardized by the de- 
partment. 

Mr. Turner. All they have to do then, sir, is to issue a license for 
a competent man, and, if he does not do his duty, take his license 
away. We have in Memphis, Tenn., for instance — and I hope that 
when I use the name Memphis you will not consider me as connected 
in any way with that city, because this is for the entire South ; and 
I hope that in what I have to say, if I refer to Memhpis, you will 
understand that I am not pressing the claims of Memphis alone. 

Mr. Moss. Mr. Turner, do I understand you to say that the dif- 
ference, between individual bales of cotton is so marked that you 
can not buy 100,000 bales of strict middling that would go in as 
100,000 bales of strict middling the same as we can buy 100,000 
bushels of No. 1 wheat? 

Mr. Turner. Yes, sir; you could do it, but every individual bale 
would have to be graded on its individual merit. 

Mr. Moss. Suppose the farmer is bringing in wagonloads of wheat. 
Every wagonload has to be graded; and when No. 2 wheat comes 
in you have, say, 100,000 bushels of standard quality No. 2 wheat. 
Now, if it is not possible when cotton comes in to do that same thing, 
then vou can not standardize cotton at all ? 

Mr. Turner. I would like to answer that question as clearly as I 
can. As to wheat or corn, you standardize that in bushels. You do 
not have a separate mark on every bushel. But a farmer will bring 
in five different grades of cotton, representing five different interests 
with five different marks on it, and each of those bales — and there 
are how" many classifications, Mr. Love, including everything? 

Mr. Love. Twenty-five to forty. 

Mr. Turner. Twenty-five to forty grades in the variation of sta- 
ples in millimeters, which makes it a very, very difficult task. 

Mr. Haugen. I think the same thing would apply to grain. The 
grain that is brought in is not all exactly of that particular grade; 
it may be a little above or below; but it goes into those particular 
bins — No. 1, No. 2, or No. 3, or whatever it may be. Now, if this 
standardization is to be of any value whatever we must have the 
same rule apply to cotton. On the question of grades, as I under- 
stand it, the department has fixed nine different grades. There may 
be any number of different grades within each of those grades; it 
is just a. question of how many grades the department or the cotton 
trade sees fit to fix. 
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Mr. Turner. We left it entirely to the department; but I feel 
quite sure that the variation of prices is too acute, too enormous, on 
those minute portions that you refer to. 

Mr. Haugen. Yes; but the first thing is to classify it, and then 
place the cotton in its proper place in the proper class — strict mid- 
dling or whatever it may be. The cotton is classed, brought to your 
warehouse, and put in a certain compartment by itself, and all of 
that cotton in that particular storehouse would represent a certain 
grade, the same as wheat which goes to a certain bin. 

Mr. Turner. I do not think I can agree with you on that particu- 
lar point; but I am not sure that I understand you. 

Mr. Haugen. If I have 100 bales of cotton it may be of two or 
three different grades. I send it to your warehouse and it is graded 
or classed by the classer. It may be middling, strict middling, or 
any other grade. You give me a receipt for two bales of strict 
middling, 10 bales of this, 10 bales of that 

Mr. Turner. No: I would not give you that kind of a receipt. I 
would give you a receipt for 1 bale, as nearly every one of those 10 
bales of cotton would represent an individual planter's interest, 
possibly. 

Mr. Haugen. What do you mean by that? 

Mr. Turner. If it were numbered — if I tagged it and it were 
marked "John." there would be "John-1," " John-2," " John-3," 
and so forth, to illustrate; and the chances would be very strong 
that there would be 10, due to the fact of each individual receipt 
representing a different account, although it might be the same classi- 
fication, and one man might want his bales held and the other man 
might want his sold. And while I do not stand as opposed to that, 
because your minds may be able to work it out better than mine, 
yet, from the standpoint of bunching cotton together, I do not think 
it would work. 

Mr. Haugen. Then of what value is this standardization if you 
are not going to pay any attention to the standardization — if you 
are going to identify each bale? 

Mr. Turner. I am not competent, I think, to argue the intrinsic 
portions of this bill, but the way you are putting it to me I am free 
to say that if it is intended to be handled that way I think it would 
be impracticable, not because I think there is any reason why it 
should be impracticable, but from experience and what I know of 
the situation, if it is the intention of standardization to carry it on 
in that way, I can not commit myself to the statement that that is a 
proper basis of handling it. 

At the same time I did not understand that to be Dr. Bryant's in- 
tention. Dr. Bryant, as I understood it, intended to standardize 
bales, to license cotton classers, and protect the grower, to stand be- 
tween him and fraud ; whereas now — as the gentleman stated, but I 
do not state — classifications of cotton are made on fraudulent repre- 
sentations, and the man who is the purchaser of it does not know. 
The United States could supervise the question of standards, the 
issuing of licenses, and the classifying of cotton, and have that cot- 
ton identified at destination in such a manner that it could be imme- 
diately traced to origin — which can be done and is done— to the very 
gin where it was ginned, in a very, very short space of time.. 
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Mr. Jacoway. The whole object of this is to protect the purchaser 
of the cotton? 

Mr. Turner. Yes, sir. 

Mr. Jacoway. Suppose there is a tenant that raises eight bales of 
cotton. He owes for his store account, say, $15 on each one of those 
bales. He owes for the picking. He owes the landlord for the rent. 
Then he owes a lot of other little accounts. How would you deal 
with a proposition of that kind? How would you advance on that 
so you would give relief to the little man — ^not to the man that can 
pay for the picking, not to the man who owns the land, but to the 
tenant ? 

Mr. Turner. You are diverging from this subject upon another 
question, are you not? 

Mr. Jacoway. You know, most of the cotton of the South is tenant 
cotton. 

Mr. Turner. I can not answer your question, but I would like to 
know whether you connect it in any way with this other inquiry ? 

Mr. Haugen. I suggest, Mr. Chairman, that we get through witb 
one thing at a time. Let us first take up the standardization and 
find out if these people are for the standardization of cotton. My. 
own understanding is this . ; 

Mr. Jacoway. I will withdraw the question then. 

Mr. Haugen. My understanding is that this bill provides for the 
standardization of cotton, that there may be uniform grades of 
eotton. 

Mr. Turner. Yes, sir. 

Mr. Haugen. And that we may have some one to determine the 
exact grade of that cotton, and the department will issue licenses to 
competent men to determine the exact grade of that particular cot- 
ton, and when the grade is fixed it may be turned into the ware- 
house and receipted for and placed by itself. Are you in favor of ^ 
such legislation? 

Mr. Turner. As a warehouseman I am not opposed to experts. I 
neither buy nor sell a bale of cotton. But I think that in the interest 
of cotton it would be a very, very favorable act. Remember I am 
not a buyer or seller of cotton. I do not deal with that commodity 
in that respect ; but as an observer I agree with you, sir, it would be 
a very, very good act to pass for all parties concerned. If I were 
to address myself to the diflferent portions of the bill as they come up, 
I probably could go deeper into it. But as you ask me as an indi- 
vidual, I think it is one- of the best things on these lines that could 
be passed. - \ 

Mr. Haugen. I ask you as a warehouseman if it is practicable to 
do that? 

Mr. Turner. No ; it is not practicable the way you say 

Mr. Haugen. You would continue to practice tagging every bale 
of cotton 

Mr. Turner. Yes, sir. 

Mr. Haugen. And to return the same bale that was turned in! 

Mr. Turner. Yes, sir. 

Mr. Haugen. Then, of what value is the standardization ? 
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Mr. Turner. I do not know. I do not know what the intention 
of the standardization is, except the way it was propounded by Mr. 
Bryant. 

Mr. Haugen. You spoke of standardization into classes. 

Mr. Turner. That would be to establish thoroughly the difference 
of opinion upon the kinds or grades, and say that a bale of middling 
was middling all the way through^ and a farmer who produced a 
middling bale, if anybody gave him the standard of low middling, 
would have recourse through the Government that licensed these men 
to get his money back. 

The Chairman. I think Mr. Haugen and you probably are talking 
at cross purposes. 

Mr. Turner. I believe we are. 

The Chairman. First of all, the purpose of standardizing the 
grades is to bring together the best expert opinion in the cotton trade 
on the proposition as to what a given grade is. 

Mr. Turner. I understand. 

The Chairman. What middling shall be, what strict middling 
shall be, what good ordinary is; and once the standards are fixed 
those grades will be established at Memphis, as well as at Augusta 
or Greenville or anywhere else the world over. 

Mr. Turner. Yes, sir. 

Mr. Haugen. That has been done already by the department. 

The Chairman. That has been done. Now, the next proposition 
is the issuing of licenses to graders, who in turn will say whether or 
not a bale oi cotton brought in by the farmer to the local buyer is 
middling, strict middling, or some other grade, in accordance with 
the standard fixed by the Government. Now, those seem to be the 
two purposes involved in the bill. 

Mr. IIaugen. Now, then, those classers are to determine the grade. 
That is the purpose of licensing these inspectors. They are to pass 
upon that particular cotton and determine the exact grade. 

The Chairman. In other words, when the farmer comes in with 
the bale of cotton the bale is sampled ; the classer goes through it and 
looks it over, and he says that this bale analyzes strict middling, good 
ordinary, or something else. 

Mr. Haugen. And he certifies to that, and that is the end of it. 

The Chairman. Exactly. 

Mr. Turner. Then the business of the warehousemen begins, and 
the classers' duty ceases forever. He has nothing more to do with 
that bale of cotton. 

The Chairman. That is right. 

Mr. Haugen. Then if either party is dissatisfied they may appeal 
to the Secretary of Agriculture to pass upon it 

Mr. Turner. And the man that has committed the fraud is re- 
lieved of his license, and can not practice any more tactics of that 
character against the producer. 

Mr. Haugen. Now, as a warehouseman, that relieves you of all the 
responsibility of classing the cotton ? 

Mr. Turner. Absolutely — ^though I do not have that responsibility 
now^ but it does relieve everybody of such responsibility. 

Mr. Haugen. Now, here are a thousand bales of cotton classed as 
strict middling. It is offered to you for storage, and you accept it. 
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You put it in a certain storeroom, and the owner receives a receipt 
from you. 

Mr. Turner. A warehouse receipt. 

Mr. Haugen. So many bales of cotton of a certain grade? 

Mr. Turner. He wjU receive a certificate from me, or 1,000 certi-. 
ficates rather, naming every bale of cotton, although they are the 
same grade, for they might belong to a thousand diflFerent people and 
one might want to hold it for a month, another for a year, and an- 
other want to sell in 10 minutes. 

Mr. Haugen. Why is it necessary to issue a thousand certificates 
for a thousand bales of cotton when they are all identical one with 
another? 

Mr. Turner. They are not identical except in classification; they 
have the variation of weight. 

Mr. Haugen. But why not issue a certificate for ^o many pounds ? 

Mr. Turner. There are, then, a thousand different ownerships. 

Mr. Haugen. In this case there is one owner 

Mr. Turner. If I received a thousand bales, it might be all good 
middling and each bale might contain 500 pounds exactly, but I 
would have to issue those receipts for the account of the individual 
for whom I stored that cotton and to whom it was billed. That 
would be my duty as a bailee — ^not by the value of the bale of cotton, 
but by the mark — to issue it to the man for whose account it was 
originally placed, and the moment I had issued that receipt to forget 
him. Because then it would cease to be for his account and be tor 
the account of the document I would issue, which would be a 
negotiable document, and it would then stand on the books against 
serial No. 456, subject to the return of that receipt properly indorsed, 
and the original owner would have nothing more to do with it. 

Mr. Haugen. And upon the surrender of that receipt you would 
return that identical cotton? Is that the idea? , 

Mr. Turner. That is the idea. 

Mr. Haugen. Why is that necessary? That is what I am trying 
to get at. 

Mr. Turner. Because that is the only legal way, in the opinion 
of a great many of the best legal minds in the country. That is the 
only legal way of issuing the warehouse receipts. 

Mr. Haugen. That is not done with wheat or grain ? 

Mr. Turner. That is just the point I wanted to make. 

Mr. Haugen. All No. 2 wheat is not alike ; it varies in quality. 

Mr. Turner. But you can pump out of an elevator so many bushels 
of No. 2 wheat, but when you go to pump out that cotton each bale 
is done up in a separate package of its own with a different mark 
on it and belongs to a different man and has a different price. It 
is only by accident that two bales have the same price. I can not 
confuse interests. 

Mr. Haugen. It is a question of bookkeeping; that is all. 

Mr. Turner. I can not agree with you. 

Mr. Haugen. There must be some reason why that particuia* 
bale of cotton should be returned to the owner that does not apply 
to wheat. 

Mr. Turner. There is an absolute parting of the ways when it 
comes to the question of grain and cotton, and for that reason I 
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brought up the subject. If I could only be with you gentlemen on 
the spot, I could show you better than I could tell you. 

Mr. Haugen. But it occurs to me that when cotton is graded a 
certain way it would be all of the same quality and the same value. 

Mr. Turner. For the same staple. 

Mr. Haugen. The staple, like everything else, is taken into con- 
sideration. 

Mr. Turner. But this chair, say, weighs 500 pounds and the other 
chair weighs 526 pounds 

Mr. CuTRER. The difference is that wheat is fungible and cotton 
is done up into separate packages. Cotton is an individual package 
and is not fungible. 

Mr. Turner. If it were like cotton and handled in the same man- 
ner, yoM would have to can every bushel of your wheat. 

Mr. Helgesen. Out on the Pacific coast, I understand, they handle 
their wheat in sacks of 2^ bushels, approximately. Of course, the 
gacks vary somewhat in actual weight. The harvesting machine cuts 
it, thrashes it, and sacks it. Every one of those sacks has a different 
weight, and they are handled from the producer to the consumer or 
miller in sacks. Now, that wheat is graded in each individual sack, 
and the sacks are put in a section of the warehouse where that par- 
ticular grade of wheat is kept, and after that there is no distinction 
made in the sacks. Why could not that be done with cotton? 

Mr. Turner. For the very reason I have already stated. I believe 
I have exhausted myself on that subject, although I should be very 
glad to make it clear, if I could. Each sack represents, as a rule, a 
different interest. Now, I will assume I am storing your grain in- 
stead of storing your cotton. You have sent me 20 sacks of grain of 
any given classification. I give you a warehouse receipt tor that 
grain — ^so many pounds, if you are going to deliver it by a total 
weight. But if you are going to deliver those sacks by their sepa- 
rate weight, and each sack represents a distinct and separate value 
and a separate and specific relation between the thrashing machine 
or the farm on which it was sacked and the purchaser, I think I 
should be obliged under the law — I have been so advised by gentle- 
men from the North who have gone into the question — to issue you 
a separate receipt for every sack of grain. 

Mr. Helgesen. Under the old system, I think you are right; but 
if the new system of standardization is one that will give a definite 
value to every bale of cotton, I can not see why it could not be 
standardized and put into storage with other bales of the same 
standard. 

Mr. Turner. If you standardize it and then standardize the own- 
ership, I think you can do it. But unless you standardize the owner- 
ship, I can not agree with you. At the same time, I do not mean 
to say that it can not be done. I have a conviction on that point, and 
unless I can be otherwise informed I am going to stand on it. 

Mr. Helgesen. You have the experience and are in a position to 
give us the information. That is what we are looking for. 

Mr. Turner. I am very glad to do it, and I hope you gentlemen 
will feel I have tried to do it. I am using every effort in my power. 

Mr. McKellar. I think I can explain to the gentlemen the trouble 
they are laboring under. Mr. Turner is the head of the largest cot- 
>n warehouse in the world. 
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Mr. Turner. The largest warehouse in the world. 

Mr. McKIellar. Just one moment. This cotton comes in to Mem- 
phis in the fall of the year. We have there what are known as the 
factors — a class of merchants who lend to the farmers or to the ten- 
ants on various plantations. This cotton is shipped in by the tenants 
or farmers to these merchants and stored in these warehouses. Now, 
manifestly, these bales of cotton vary in weight. Some bales of cot- 
ton weigh 350 pounds and some 400 pounds and some 450 pounds. 
They all vary in weight, and practically all of them vary in grade. 

Now, they are all stored in this warehouse in that form. The 
factors have advanced money on all of them, probably, and the factors 
have an interest in them, but the farmers themselves have not yet 
sold that cotton. 

Now, take Mr. Love over there, who is a factor. Mr. Love has 40 
bales sent in to him this morning, and he has put them in Mr. 
Turner's warehouse — all of them varying in weight and grade. They 
may have come from 20 customers. Now, in order to give each one 
of his customers the absolute value othis cotton, when it is sold, he 
has got to have some plan of identifying each particular bale 
of cotton. There is no way in the world around it. He can not 
put them in hodgepodge, and say that John Smith, a tenant 
over there in Arkansas, on Mr. Jacoway's farm, is entitled 
to one bale of cotton. This tenant may have sent in a bale of ordi- 
nary cotton weighing 350 pounds. He can not take an average bale 
of 500 pounds — which is an average bale — of middling cotton and sell 
that for this particular tenant. He has got to be able to locate that 
particular bafe of cotton. 

When the cotton is sold, then the classification, as I understand it, 
as provided for in this bill, begins to take place. If a cotton firm in 
England — ^take McFadden & Co., the largest buyers in the world — 
undertakes to buy 1,000 bales of middling cotton in Memphis, they 
can have it segregated and standardized, and the law of standardiza- 
tion will apply at once. But the thing Mr. Turner is talking about 
is the initial part of it, where, in order to do justice to each and 
every owner or the cotton, it is impossible to have any other method 
of handling it except to identify each particular bale of cotton in the 
warehouse. 

Mr. Moss. Does that part of the transaction that you are describ- 
ing involve any interstate commerce? 

Mr. McKellar. Of course, Memphis in right in the corner of threa 
great States — Mississippi, Arkansas, and Tennessee. The most of 
our cotton comes from Mississippi and Arkansas, and that is inter- 
state commerce, incidentally. 

Mr. Moss. But in a general way the warehousing takes place be- 
fore it gets into interstate trade ? 

Mr. McKellar. Oh, surely; that is all local. It is entirely local. 
I think, Mr. Turner, that is the way it is done. 

Mr. Turner. Yes, sir ; I thank you, everv much, for assisting me. 

Mr. Haugen. Mr. Turner is speaking of the present system. You 
have been referring to the present system. 

Mr. McKellar. Yes, sir. 

Mr. Haugen. Now, it is proposed to change it. We are now pro- 
posing to standardize cotton. Why not let the classifying take place 
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at the initial point — let the cotton be standardized or graded before 
it enters the warehouse and just solve the whole difficulty? 

Mr. McKellar. The difference in ownership and the difference in 
weights would prevent that, Mr. Haugen. 

Mr. Helgensen. But, Mr. Haugen, the standardization of cotton 
does not affect his warehouse price at all. 

Mr. Haugen. Inasmuch as it does not enter interstate commerce; 
is that your idea ? 

Mr. Helgesen. Yes. 

Mr. Haugen. But the cotton can be classed by mutual consent. 

Mr. Helgesen. But still each bale will have a different value, and 
it can not be warehoused like wheat. As I understand it, a ware- 
houseman of cotton is in the same situation as if he had warehoused 
horses or cattle. If a man put in 100 horses, he would have to get 
the individual hcfrses and not some other horses. 

Mr. Haugen. Would you apply that to wheat or barley? 

Mr. Helgesen. Not at all. A bushel of No. 2 wheat is worth a 
bushel of No. 2 wheat. ^ 

Mr. Haugen. Yes, sir ; and 100 pounds of strict middling is worth 
100 pounds of strict middling, wherever you put it. 

Mr. Turner. But a bale of strict middling is not always worth 
a bale of strict middling. 

Mr. Haugen. But it is easy to find, if one bale weighs 512 pounds 
and another weighs 510; you add the two and you have 1,022 pounds. 

Mr. Turner. But the fellow that owns a $510 horse is going to 
make a kick to Mr. Love if he goes and averages up the two horses. 

Mr. Haugen. But under this bill the horse will be valued at $510. 
It is not possible to standardize horses, while we do think it is pos- 
sible to standardize cotton. 

Mr. Turner. I believe it is. I am simply defining the warehouse 
situation as it is. I am quite sure that it could be done ; but on that 
particular feature you are speaking about I am prepared to commit 
myself, simply as an individual, that that can not be done legally. 

Mr. Anderson. What do you mean when you say it can not be 
done legally? Under what laws? 

Mr. Turner. The laws of the State, I am advised by the attorney, 
permit us to issue a one-bale receipt or identification; and I have 
been advised as to that by the lawyers of some of the principal 
northern banks. 

Mr. Anderson. Of course, that would only apply to a business 
within the State. Your State could not pass a law which would 
affect interstate commerce. 

Mr. Turner. I do not suppose it could. 

Mr. Helgesen. Who would take any other kind of receipt? 

Mr. Turner. Some do even now, but I do not think any of the 
banks now are taking anything but the individual receipts. 

Mr. Helgesen. If they took a receipt for 100 bales oi cotton, they 
might get cotton not worth half as much money as was put on it. 
You do not standardize the bale; you standardize the cotton; the 
bales vary. 

Mr. Turner. The gentleman over there asked me a question. I 
would be glad to hear from him now, because I did not answer his 
question. 
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Mr. Jacoway. My question was this : A great per cent of the cot- 
ton produced in the South is tenant cotton. Say a tenant has eight 
bales of cotton. He owes his landlord; he owes his store account; 
he owes the doctor; he owes for the ginning of the cotton. 

Mr. Turner. Yes, sir. 

Mr. Jacoway. Now, under your theory, how is this going to help 
him ? 

Mr. Turner. If he wants to send me his bale of cotton consigned 
to John Brown, we will consider that tenant's name 

Mr^ Jacoway. How can he send it to you when there is a mortgage 
on it? 

Mr. Turner. Then the man that has a mortgage on it will send it 
to me. He has to deliver the bale to the man that has the mortgage 
on it. Maybe it is mortgaged to the gentleman from ClarksviUe 
seated right next to you. If he has a mortgage on it, and he sends 
it to me, I will give him a warehouse receipt, because I do not know 
anything of the affairs between Mr. Brown and himself. He owes 
him some money, and has given him the bale instead of the $15. 

As soon as that cotton comes to me properly billed by the railroad 
from the gentleman from ClarksviUe, I will send him by registered 
mail a warehouse receipt, either payable to bearer, subject to the re- 
turn of the receipt, so that it may become legal tender to be spent in 
the ClarksviUe stores, .or to order, which makes it negotiable, and 
then he will have to settle his account with you. The man that sends 
the bale of cotton to me — I know nobody, so far as I am concerned, 
but the bale that comes to me in that man's name. I can not go a 
step beyond that. 

Mr. Jacoway. All this is on the theory of keeping cotton from 
being sacrificed. Do you not think a man who had a mortgage on 
a bale of cotton would take the benefit of this theory you have given 
and take the profit instead of letting the tenant have it? 

Mr. Turner. I really do not know about that. To destroy con- 
fidence in business would destroy a very large part of it. I am 
only speaking from a warehouse standpoint. I only know that bale 
came to me in the name of John Brown. I issued my receipt to 
John Brown — which became my duty — and after that receipt leaves 
my hands I do not know John Brown ; I know that receipt. 

The laws of every State, I believe, cover the point of whether John 
Brown has the right to hypothecate that receipt in the bank, and I 
think the laws of every State entitle John Brown to hypothecate his 
warehouse receipt to the extent of his equities, and if lie goes beyond 
the equities I think it is stated that he commits a crime. 

The Chairman. As a matter of fact, your warehouse receipts 
around Memphis pass almost as money ? 

Mr. Turner. Yes, sir. I was going to touch upon that. 

Mr. McKellar. Mr. Turner, won't you give to the committee just 
to what extent Memphis is a cotton market; how much of the crop 
is made within a given radius of Memphis ? 

Mr. Turner. The entire crop of the United States, we will assume, 
is 14,000,000 bales. The area of growth of that crop is rfrom the 
Rio Grande to Virginia and from the Gulf of Mexico to the Mason 
and Dixon line. Taking Memphis as a center and drawing a circle 
around 150 miles from Memphis, Tenn., there are over 2,000,000 
bales of that crop grown in that circle. Take the large State of 
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Texas, take all of these large areas, and I would not be surprised if 
rou investigated the matter very thoroughly you would find that of 
ast year's 14,000,000 bales 2,500,000 bales were grown within 150 
miles of Memphis. 

Mr. McKelJlar. Now, Mr. Turner, will you state how much of 
this cotton is warehoused in the Memphis Terminal Co.'s warehouse 
there in Memphis, the receipts of which circulate virtually as money 
in Memphis? 

Mr. Turner. I will give you the actual receipts of our plant for 
1913-14, ttte season that closes the 31st dsj of August. We re- 
ceived 439,874 bales, or practically — if you will allow me to use that 
figure — ^half a million bales. 

Mr. McKellar. And the receipts you issue in the way you de- 
scribe circulate virtually as money throughout that district? 

Mr. Turner. Not only in Memphis but in many of the towns con- 
tiguous to Memphis. So, I think, I can safely say that, eliminating 
the factor and the commission merchant, I have dealt directly with 
some 40,000 planters and producers who have eliminated every other 
feature but taking my receipts and hypothecating them locally or 
using them to pay debts. 

Mr. Anderson. If these certificates are used to pay debts, at what 
value do they circulate ? 

Mr. Turner. They circulate on the judgment of the cotton ex- 
changes on the price of middling cotton. 'Hie price is predicated on 
the price of middli ng. 

Mr. McKeui/AR. Will you explain just the method by which the 
actual money is obtained on these receipts? 

Mr. Turner. I will explain that, and I think it will probably en- 
lighten these gentlemen on that subject. If you will permit me, I 
would like to submit right here the modus operandi in writing, and 
the accompanying warehouse receipts. 

The Chairman. Without objection, we will make that a part of the 
record. 

Mr. Haugen. Does this state the number of pounds to the bale? 

Mr. Turner. There is a place for it. 

Mr. Haugen. But you never insert it ? 

Mr. Turner. I never insert it unless I am told to and paid for it. 
I have to get paid for the weighing, which is a very nominal sum. 

(The documents here submitted by Mr. Turner are as follows :) 

[Memphis Terminal Corporation, Memphis, Tenn.] 

Exhibit A. 

FACTORS ONE-BALE WEBEHOUSE BECEIPT. 

John Doe place their cotton on storage with the Memphis Terminal Corpora- 
tion. 

Their cotton is stored in section L and is received and delivered on the courts 
south and north of section L. 

Their cotton is handled by bonded employees of the Memphis Terminal Cor- 
poration. 

Every bale that reached section L for account of John Doe is checked by the 
inbound department of the corporation and properly recorded. 

Every bale taken from section L is checked by the collateral department, an 
bonded men, before leaving the delivery court of section L. It is again checked 
by the compress department on receipt at the compress. 
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All cotton is checked and all marks on the bale are recorded on receipt of 
each bale and a one-bale warehouse receipt — that represents the tag number and 
the entire mark on the identical bale — ^is issued to John Doe. 

A one-bale receipt is issued to «Tohn Doe as above for every bale received for 
their account. For sample see CCC No. 5695 receipt. 

It necessarily follows that not a single bale can be delivered for John Doe 
without the return of the receipt representing the identical bale desired de- 
livered. 

When the receipts are delivered to John Doe, document No. 7 or No. 6 is 
signed by John Doe. 

The Memphis Terminal Ck)rporation is furnished signatures by John Doe, 
as per document No. 3. 

When an order for delivery is issued, each bale is specified separately as the 
bale to be delivered ; and with the order for delivery, and attached thereto, Is 
the identical receipt for each and every bale mentioned in the order. 

These orders for delivery, with attached warehouse receipts, are delivered to 
our main ofllce uptown and receipted for, as per document No. 6, and each re- 
ceipt checked against each bale desired to be delivered. If correct, the order 
and receipts are sent to the plant in locked mail bags and again checked by our 
bonded representative there. If found correct the second time, the order to be 
delivered is stamped as document No. 4 indicates. 

The cotton then is delivered to the buyer, the receipts, properly canceled, are 
restored in the original book to its corresponding carbon copy, and pasted back, 
for reference at any time. 

Exhibit B. 
receipts issued to btjtebs. 

After cotton has been sold by a factor to a buyer the Memphis Terminal Cor- 
poration is ordered to take charge of the cotton by the purchaser or buyer, as 
per document 00. 

As soon as the cotton is checked by mark and counted, two characters of re- 
ceipts are issued — the one-bale receipt, if desired (see No. 11), or the block 
receipt if more than one bale (see No. 12). 

These receipts hold the cotton subject to the return of the receipt, properly 
indorsed. The cotton is held for the account of the receipt that has been issued 
for it until this receipt is returned. 

The holder of the receipt wishes to ship his cotton ; he returns his warehouse 
receipt and exchanges it for a clearance (see No. 19), which, by our contractual 
relations with the carriers, enables him to secure his B/L, which the railroads 
exchange for the clearance we issue in exchange with the holder for the ware- 
house receipts. 

The clearances are then sent us by the railroad (whose agents by contract 
with the railroads we become) as soon as B/L's are signed on our clearances, 
and we are then ordered to ship this cotton by the railroads in accordance with 
the B/L they have issued. 

Receipts, both Exhibits A and B, are the same legal value, but the different 
methods of handling the cotton employed by the factor and the buyer makes 
it necessary for the proper conduct of the business of each that the receipt 
shall be handled in the manner as above. Any other method would install 
substitution and would be dangerous from the banking standpoint to hold as gilt- 
edge collateral. 

Memphis Terminal Corporation, 
By W. G. Turner, Vice President, 



Memphis Terminal Corporation. 

CCC No. 5695. 

NEGOTIABLE ONE-BALE WAREHOUSE RECEIPT. 

Memphis, Tenn., 9/lj 191 i. 

Received by the Memphis Terminal Corporation, at New South Memphis, 
Tenn., for account of John Doe, stored in warehouse L, section No. 650 to 680, 
inclusive, or courts, one bale of cotton, in good order and condition, except as 
noted. 



42 



UNIFORM STANDAiCDS FOR COTTON. 



The below-described one bale of cotton Is held on storage and will be delivered 
1o the order of said John Doe only, upon the return of this receipt, properly 
indorsed, and the payment of all charges for storage, labor, etc., as may have 
accrued under the current tariff of this company up to and including the date 
of the return of this receipt. We are not responsible for loss by fire, acts of 
Providence, natural shrinkage, old damage that may be concealed. Charges fol- 
low the cotton. 



Marks. 


ONE 
BALE OF 
COTTON. 


V. eight. 


Condition. 


J. H.M./T486. 







Memphis Terminal Corporation, 
By 

(Document- No. 7, above referred to:) 

Memphis Terminal Corporation. 

Memphis, Tenn., ,191—. 

Received from Memphis Terminal Corporation negotiable, one bale warehouse 

receipts covering bales of cotton tag No. to tag 

No. , inclusive. 



By 

(Document No. 5, above referred to:) 

Memphis Terminal Corporation. 

Memphis, Tf.nn., , 191—. 

Received from Memphis Terminal Corporation negotiable 1-bale warehouse 
receipts as below, covering bales of cotton rejected in order No 



No. warehouse 
receipt. 


No. warehouse 
receipt. 


No. warehouse 
receipt. 


No. warehouse 
receipt. 


No. warehouse 
receipt. 


No. warehouse 
receipt. 



















































(Document No. 3. above referred to:) 

Memphis, Tenn., 



Memphis Terminal Corporation, 

City. 

Gentlemen : Below please find the names and the signatures of those who 
are authorized, until you are otherwise notified, to indorse negotiable warehouse 
receipts and clearances issued by yourself for our account : 

Mr. will sign 

Mr. will sign 

Mr. will sign 

Mr. will sign 

Mr. will sign 

Mr. will sign 

Yours, truly, 



This form must be signed by one who holds power of attorney. 
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(Document No. 6, above referred to:) 

Memphis Terminal Corporation. 

Memphis, Tenn., , 191—. 

Received of 1 , warehouse receipts 

covering bales of cotton, orders Nos. B/C. 

Memphis. Terminal Corporation, 
By 

(Stamp No. 4, above referred to:) 

Warehouse receipts surrendered 
Memphis Terminal Corporation. 
By 



(Document No. 00 above referred to :) 
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Mr. Jaooway. How long would this cotton have to be kept in the 
warehouse, as a general rule? 

Mr. Turner. I will give you that very definitely. I have handled, 
as I say, 500,000 bales of cotton, and my peak load was carried the 
12th day of last January, which was 236,000 bales at one time. And 
the way cotton is held has changed in the last 25 years. It used to be 
we would use the room three times or four times. But the manipula- 
tion of the receipt has enabled people to hypothecate these 'receipts 
and hold the conmiodity against them, and the result is that I hold 
nearly half the entire receipts of my place at one time. 

Mr. Jacoway. What would the insurance per bale be, as a general 
rule? 

Mr. Turner. That varies. We have the distinction of having the 
cheapest insurance in the world. 

Mr. Jacoway. About how much is it, approximately ? 

Mr. Turner. It is held in the low-rate warehouses — sprinkled 
warehouses — at 20 cents per $100 value for one year, so that a bale 
of cotton is held in my warehouses for one year al 10 cents. 

Mr. JAC50WA Y. What would the brokerage be ? 

Mr. Turner. I do not know. 

Mr. Jacoway. What would the other overhead charges be? In» 
other words, I am trying to get at what it would cost to hold a bale 
of cotton the length of time you think it ought to be held. 

Mr. Turner. Here are the tariffs of the Memphis Terminal Cor- 
poration. And I want to say this to you gentlemen, in answer to 
the question, that in this crisis those records will not be changed. 

(The document here submitted by the witness is as follows : ) 

Tabitp Memphis Terminal Corporation, Season of 1914 and 1915. 

[Any or all charges in this tariff are erabject to change without notice. BMfective- 

Sept. 1, 1914.] 

F, 0. h. or cotton sold to arrive svhject to buyer's inspection. 

CHARGES. 

Note —The term f . o. b. or cotton sold to arrive, and f . o. b. restored cot- 
ton, will be considered to apply only to cotton as purcha^d elsewhere to be de- 
livered f o b or to arrive Memphis, for concentration, substitution, assem- 
bling, or buyer^s inspection. No other character of cotton will be considered ait 
such and handled under the charges enumerated! under this heading. cents^ 

1 Receiving uncompressed cotton from drays, or unloading from cars, and 

ranging same for weighing, classing, marking, tagging, etc., including 
sampling and marking at time it is received (if desired) and 12 days 
free storage, per bale "'^""Z r«^ 

2 Receiving compressed cotton from drays, or unloadmg from cars, and 

arranging same for weighing, marking, tagging, etc., loading same 
on cars or drays when ready to go forward, including sampling and 
marking at time it is received (if desired) and 12 days' free storage, 

per bale k* 

Weighing at time it is received, per bale — -— --— ^ 

Arranging and weighing at a time other than when received, per bale. 10 

NOTE.— Items Nos. 1 and 2 will include marking when press is burnished 
duplicate marking lists in numerical order within 72 hours from time cotton i» 
r^eived After Expiration of 72 hours cotton will be set aside and second 

^'Soi^'^wrefrf-T^^^^^^^^ has been n«.dled as above and negotiable one 

bale warehouse receipts have been issued for part of a lot, that part will be ^- 
sldered as f. o. b. restored cotton, and charged for accordingly (see p. 4). THe 
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remainiug part will be considered as ship-marked cotton and charged for accord^- 
ingly (see p. 5). 

Note. — As items Nos. 1 and 2 are charged for on the basis of one direct 
handling, therefore the presses will have to be notified in writing before the 
arrival of the cotton of its being f. o. b. or cotton sold to arrive, otherwise it 
will be set aside and " second handling " charge will be made and collected 
when this cotton is ordered arranged for working. 

Cents. 

Second handling and each subsequent handling, per pale 5 

Resampling, per bale 10 

Marking (by tag numbers), per bale 10 

F. o. h. restored cott(m. 

RECEIVING, STORAGE, AND UNLOADING CHARGES ON F. O. B. RESTORED COTTON OB 
COTTON FOR WHICH NEGOTIABLE ONE-BALE WAREHOUSE RECEIPTS ARE ISSUED 
AFTER F. O. B. INSPECTION. 

Storage on uncompressed cotton received at the compresses for account of 
buyers or others by brand mark, tag numbers, or other marks, for concentra- 
tion or f. o. b. inspection, including unloading from cars, lining out, sampling 
at time it is received, and to be subsequently ordered out by single bales to be 
re-ma rked, will bo considered as f. o. b. restored coton and charged for ac- 
cordingly. 

Cents. 

Storage for the first month or fractional part thereof, per bale 20 

Note. — Thirty days will be considered one month. 
Extra storage for each succeeding month or fractional part thereof, per 

bale 10 

Weighing at time it is received, per bale ^ 5 

Arranging and weighing at a time other than when received, per bale 10 

Note. — Loading out cotton uncompressed or delivering to drays, per bale 20 

Loading out linters uncompressed or delivering to drays, per bale 5 

Compressed cotton, when received already compressed at the compresses. 
I'.s f. o. b. restored cotton, storage chjirges same as above enumerated 

plus a loading charge, per bale 20 

Weighing charges same as above. 

Applying special tags when furnished by shipper, per bale 1 

Each subsequent lining out, per bale 5 

Resampling, per bale 10 

Note. — Buyers desiring to handle local cotton on negotiable 1-bale warehouse 
receipts by tag numbers will be charged as enumerated above. Trolley service 
to f. o. b. department extra. 

Note. — Buyers will be immediately notified on the arrival of f. o. b. cotton, 
sold to arrive, or f. o. b. restored cotton, and 72 hours after date of notifica- 
tion will be allowed for working same by the buyer ; the press then reserves the 
right of " setting this cotton aside," and " second handling charge " will be 
made and collected when this cotton is arranged for working. 

BECKIVING. STORAGE, AND LOADING CHARGES ON SHIP-MARKED COTTON, FOR WHICH 

BLOCK WAREHOUSE RECEH'TS ARE ISSUED. 

Storpge, for the first 12 days, free. 

Note. — This free st6rage time of 12 days carries with it the permission of 
coinj>ressing the cotton v,t our option. 

AVhen the cotton has been compressed the shipper becomes responsible for 
the compression charge, if this cotton is ordered shipped flat or hauled by 

drays. 

Cents, 

If cotton is ordered held in the flat form, storage will be charged and 
collected from the date of receipt, if not ordered shipped on the day 

received, per bale — 20 

NoTK. — Loading out cotton, uncompressed, or delivering to drays, per bale 20 

leading out linters, uncompressed, or delivered to drays, per bale 5 

58118—14 4 
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Cents. 

Note. — Compressed cotton: The handling charge on cotton that is received 
already compressed, includes loading on cars or drays when ready to go 
forward and 12 days free storage, per bale 32^ 

Storage (to start on the 13th day) : For first month or fractional part 

thereof, per bale 20 

Note. — Thirty days will be considered as 1 month. 

Extra storage for each succeeding month or fractional part thereof, per bale. 10 

Special note. — The handling and loading charges on compressed cotton, when 
received already compressed at the compresses, will be billed to the original 
owner on issuance of warehouse receipt. 

SPECIAL SPECIFIO 0HAB0E8. 

At south Memphis plant, trolley service, per bale 12i^ cents. 

Note. — This specific charge jipplies oJily to cotton as enumerated on page 5 
under the heading of ship-marked cotton. 

Note. — When cotton is ordered arranged, when sold to another buyer for the 
purpose of sampling, marking, remarking, classing, tagging, or for any purpose 
whatever, and the date has been mutually agreed upon by the party ordering 
the service and the Memphis terminal corporation, 48 hours after delivery has 
been completed, will be allowed the seller and receiver to work same. 

For first day and each succeeding day, after the expiration of 48 hours, a 
charge will be made and collected for each day, or fractional part thereof, 
per bale, 15 cents. 

compression chabges. 

Cents. 

Compressing Tper hundredweight) 10 

Recompressiiig, per bale 50 

Rebanding (compressed cotton by haiid), per bale 20 

Note. — When bands are broken off for conditioning cotton, or for any other 
purposes, and it is not practical to reband this cotton by hand, so as to produce 
the required density demanded by carriers of 22^ pounds per cubic foot, the 
coton will be recompressed and charged for at above rate for recompressing. 
"Extra" bands (when ordered by shipper), each, 5 cents. 

Note. — When cotton has been compressed with the usual number of bands, 
and subsequently ordered compressed with extra bands, the charge for recom- 
pression in addition to the charge for extra bands, will be made. 

Resewing heads, per bale, 3 cents. 

Note. — All bagging originally received on bales will be applied to each 
Indentical bale when compressed. 

Note. — We will not be responsible for the proper covering of cotton, as is 
required by the United States law, as the cotton is compressed with the original 
covering furnished us on it. 

Note. — ^All cotton will be distinctly branded, after compression, without extra 
charge. 

BAOGINO CHARGES. 



Note. — ^All bagging charges will be billed and collected monthly and will 
be charged against the original owner of the cotton. 

Note. — Should cotton change ownership prior to being compressed or when 
cotton is ordered held flat, and changes ownership prior to being ordered shipped 
compressed, the warehouse receipts properly indorsed, indicating this change 
of ownership, should be presented at the compress office at plant, so the records 
may be changed accordingly, otherwise the cotton will be compressed, patched, 
and billed according to the instructions of the original owner. 

Note. — When cotton is compressed and patched according to original owners 
instruction, and subsequently sold to another shipper who patches his cotton 
with a greater number of pounds of patching, should this owner order a 
greater number of pounds of patching placed on this cotton, it necessitates the 
i*ecompression of the cotton; the charge of recompression will be made, plus 
the charge for the additional number of pounds of bagging ordered. 
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Cents. 
Patching cotton with bagging when furnished by shipper and patches are 
cut ready for applying : 

Placed on one side 2 

Placed on two sides 3 

(This includes handling and storage of the bagging.) 
Patching cotton with bagging w^hen bagging is furnished by shippers, not 

cut, ready for applying 4 

(This includes cutting, handling, and storage of the bagging.) 

Osnabiirg strips, applying at time of compressing, each bale 2 

Sewing, Osuaburg strips on compressed cotton, each bale 5 

Charges for furnishing and applying " Secondhand bagging " : Cents. 

2 pounds average placed upon each bale 9 

3 pounds average placed upon each bale 12 

4 pounds average placed upon each bale 16 

5 pounds average placed upon each bale 19 

Charges for furnishing and applying " New bagging " : 

2 pounds average placed upon each bale 16 

2^ pounds average placed upon each bale 18 

3 pounds average placed upon each bale 20 

3^ pounds average placed upon each bale__ : 22 

4 pounds average placed upon each bale 24 

5 pounds average placed upon each bale 30 

Note. — ^As all export cotton marked on the original covering or mesh bag- 
ging patches will be classed by the maritime inspection bureau ** Covering in- 
sufficient to retain marks," the Memphis Terminal Corporation is prepared tQ 
furnish a marking patch of best quality to be placed on the bale at time of 
compression, which is being accepted by maritime bureau at all ports. 

Charges for furnishing and applying this patch, each bale, 5 cents. 

EXTRA CHARGES. 

(When ordered executed.) 

Segregation charge for picking out cotton by specific numbers, per bale, 10 
cents. 

Note. — ^This charge is intended to apply to cases where the compress is called 
upon to take from solid marks, specific bales, either for assorting, weighing^ 
sampling, loading, etc. 

Branding, one time, per bale, 1 cent. 

Note. — ^This charge is based on the use of one brand. If the compress Is 
ordered to mark cotton with a number of marks on each bale, that necessitates 
the use of more than one brand, an additioanl charge for each brand will be 
made, each bale, 1 cent. 

CHANGING MARKS. 

Note. — Buyers desiring to change marks on cotton that is on storage and in 
our custody, will be obliged to : 

First. Surrender the original receipt for cancellation. 

Second. Order the delivery of cotton. 

Third. The press will then regularly deliver this cotton to them to be handled 
by them as they choose. 

Fourth. Under no circumstances will others than employees of the Memphis 
Terminal Corporation be allowed to handle or disturb cotton in their custody, 
and for which the Memphis Terminal Corporation is responsible. 

Charge for this delivery, per bale, 5 cents. 

REFERENCE TO MARKING COTTON. 

Marking cotton by tag numbers : Cents. 

Segregation, per bale 1^ 

Marking, per bale 1 

Note.— When a solid mark is ordered split into two marks and but one list 
of tag numbers given to anecifv tJie secregation, and the press is ordered to 
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mark the remaining tag numbers into a certain mark, the segregation charge 
will apply to the entire number of bales of the original mark. 

Repairing water-packed and gin-fall bales per bale . $1.25 

Picking and repairing damaged bales, owner to receive pickings, per 

pound .021 

Maximum amount to be charged for picking, per bale 1.25 

References. 

BEFEBENCES TO WEIGHING AND SAMPLING. 

When cotton is ordered weighed or sampled by the press, the following serv- 
ices will become necessary and will be charged for accordingly : 

Cents. 
Arranging cotton for weighing or sampling by specific tag numbers, per bale. 10 

Arranging cotton for weighing or sampling (solid marks), per bale 5 

Weighing cotton, per bale 5 

Sampling cotton, per bale 5 

Reference to tagging cotton : 

Placing tags on outbound cotton while loading and placing mark on each 
tag (tags furnished by shipper), per bale, 2 cents. 
Reference to loading by tags : 

Loading and checking by shippers. Tag numbers solid marks. 
List of tag numbers furnished by shipper, per bale, 5 cents. 
Note. — On all negotiable receipts will be noted the condition of cotton when 
received by ourselves. 

Note. — No negotiable receipts will be issued unless the actual cotton as rep- 
resented on its face is in our possession or in our custody. 

Note. — All telephone orders to be confirmed in writing within 24 hours. 
Note. — ^All other actual labor performed for the benefit of buyers or sellers, 
when ordered by them, although not enumerated herein, shall be charged for 
and collected from them. 

Cotton brokers who represent cotton buyers who are not members of tlie 
Memphis Cotton Exchange will be held responsible for all bills for services 
rendered for account of their clients. 

Mr. Jacoway. I would like for you to answer just one question, 
and then put that in the record, riow much do you think it would 
be per bale ? 

Mr. Turner. I would have to answer that with some little argu- 
ment. 

Mr. Jacoway. Just approximately. I am asking for an average. 

Mr. TuRKER. Now, let us treat that subject from the standpoint of 
a cotton grower. What is. the charge upon the bale of cotton ? 

The Chairman. That is what we are driving at. 

Mr. Turner. Now, a grower can hold a bale of cotton in our ware- 
house for one month, according to that tariff, he paying the insurance 
on the basis of which I told you, for 30 cents per bale. For the next 
month or a fractional part thereof he will pay 20 cents a bale. For 
the next month or a fractional part thereof he will pay 15 cents a 
bale. The aggre^iiate is 65 cents. That holds that bale for the rest 
of the season, which includes the 31st day of August. 

Mr. Jacoway. What would the losses be in sampling? 

Mr. Turner. The loss in sampling should not be over a pound. 

Mr. Jacoway. Will it not sometimes reach as high as 5 or 6 or 7 
pounds ? 

Mr. Turner. That is a question for you gentlemen to determine. 
I do not think it ought to. In ordinary business, in legitimate trans- 
actions, that ought not to exceed a pound. 

Mr. Jacoway. That is, for a j^ear? 

Mr. Turner. For a year. 
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Now, there is the question of loss in weight. The question of loss 
in weight is predicated entirely upon the climatic and atmospheric 
conditions. A bale of cotton as it is produced is like— if you will 
permit it for the sake of explanation — a woven lamp wick. It is 
made of cotton, and it has all the propensities of capillary attraction. 
It sucks in moisture from the atmosphere, dries out in the sun, and 
varies under atmospheric conditions. 

Then there is the question of the evaporation of the natural oil 
that is contained in the cotton fiber. The evaporation of natural oils 
in a bale of cotton should reach in one year, under perfectly dry con- 
ditions, not subjected to any extraordinary influences — I am going 
to guess at this— about 12 pounds. How about that, Mr. Watson? 

Mr. Watson. Not quite so much. 

Mr. CuTRER. From 6 to 8 pounds. 

Mr. Turner. That same bale of cotton in Galveston, Tex., would 
gain about 9 pounds, and the same bale of cotton somewhere else 
would gain a different amount. It all depends upon atmospheric 
conditions. I need not go further on that, because it appears to be 
so palpable. 

The Chairman. In other words, the loss in weight would vary 
with the climatic conditions? 

Mr. Turner. Yes. 

The Chairman. Mr. Turner, assume that in the present emergency 
the South would have to carry 3,000,000 bales of cotton over until 
the next season. Are you familiar enough with warehousing facili- 
ties in the South to state whether or not we have sufficient facilities 
to carry that amount of cotton ? 

Mr. Turner. Yes, sir. We have not. 

The Chairman. In other words, the loss in weight would vary 
with climatic conditions? 

Mr. Turner. And honestly. 

The Chairman. Why, of course. Mr. Turner, assume that in the 
present emergency the South will have to carry 3,000,000 bales of 
cotton there into the next season. Are you familiar enough with 
warehousing facilities in the South to state whether there are suffi- 
cient facilities to do that? 

Mr. Turner. We have not. 

The Chairman. You have not? 

Mr. Turner. Now, I wanted to touch on that particularly. Now, 
if you care to have mv views on that matter 

The Chairman. We would be glad to have them. 

Mr. Turner. As borne out by experience, the essentials to the 
preservation of the cotton bale are keeping that bale dry. The only 
essentials to prevent that bale from being practically destroyed are 
these : It is necessary to keep two properties away from it — moisture 
or moisture in the form of rain or snow. Now, if there are not 
enough warehouses anywhere, that becomes difficult. We have the 
largest facilities, and without any distressed condition — I want to 
say that it is not in advocacy of these warehouses that I appear, for 
my business will be benefited in no way, because I will be crowded 
and unable to take care of the ordinary distressed cotton. But to 
meet the distressed condition quickly and with system and prac- 
tically, there is one other great essential, namely, that the people 
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who handle the practical end of this proposition must be made to 
keep on their feet and not get rattled, because if there is any one 
moment in the world that rattles a person it is this cyclonic move- 
ment of cotton coming toward them, and they want a calm, well- 
balanced proposition to handle it along correct lines; and this is 
one of the correct lines I am here to advocate : Let the cotton be con- 
centrated at certain points divided geographically according to the 
production in its immediate vicinity, and this point shall be sup- 
plied hj the greater number of railroad features that are going to 
take this cotton away and bring it to these points. 

Where the warehousing of the cotton is on the lines of production, 
this cotton shall be unloaded on elevated pieces of wood that are at 
least 1 foot from the ground — 18 inches are preferable — and piled 
into two piles each, with their heads abutting, because the outside 
heads must show the mark or identification. In other words — dis- 
cussing bales, I thought I would bring one with me — the two piles 
would abut in this manner [indicating] and all the marks must 
appear for identification. Let this be prepared 4, 5, or 6 feet high, 
as the environment might make it practicable, and have a covering. 
That is the point we want to reach. Use the tar paper that lasts 11 
to 12 years. That can be applied. I speak knowingly, because I 
handled 30,000 bales last year without damage. Instead of the little 
shingles put in there, you have to shingle these two roofs over these 
iles in storage and cover with the tar paper, whose durability would 
a year at least. That would be a ram or snow shed, and it would 
e necessary in a driving rain to bring your uprights down from 
the t)ap of the pile, and build a temporary warehouse. It is astonish- 
ing how fast you can do it, gentlemen. Now, that would shelter the 
cotton, and is a simple matter. 

The Chairman. That is very cheap, too? 

Mr. Turner. Very^ very cheap, provided that under these condi- 
tions — and I hope there are no labor men here — and it is a marvel 
that all labor men do not get together and hoist private labor, be- 
cause there is an immense amount required for this proposition. It 
is a very quick, practical method, and I want to say to you, gentle- 
men, that the salvation of that movement of cotton entirely depends 
on the instantaneous relief of the railroads. They must be considered. 
This immense volume of cotton coming pouring in and pouring in 
is demoralizing even under ordinary conditions, gentlemen. You 
gentlemen know, unless you have not had experience, how demor- 
alized everybody becomes. The railroads are luU and their cars are 
packed, and they must be given relief for three days of congestion; 
and by this method and by having these cars arranged systemati- 
cally, the cotton can be housed, receiving all the care that could be 
given a bale for its preservation. 

Now you have need to reckon with another factor, gentlemen, 
with this, that is most important— a very important factor — ^that to 
carry these immense values you must have insurance, ^nd to carry 
such immense values of insurance you must segregate your values. 
In other words, the values under one set of policies must be not too 
great; that is, the charges for the conveyance of this very hazardous 
article congested in such a market, so that the insurance man can not 
afford to meet it, and if properly segregated in values commensurate 
with their ability an association in this emergency of the old-line 
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companies of America can be reached in 10 days that can stipulate, 
after exacting the conditions under which it should be segregated, 
gentlemen, a per bale basis of insurance against this cotton. 

Another factor, and the last that I will put forward without be- 
ing interrogated, is this: That the charges commensurate with this 
last method of handling cotton will be very much more in excess 
of this tariff that I have given you of hanciling the cotton in my 
warehouse or organized warehouses. For example, new organiza- 
tioas have to be made ; railroad switches will have to be built into 
thobB portions in the course of time. It can be done in a year or 
two. And water works and pipes will have to be brought there from 
a fire standpoint, and labor is involved; and this will all tax that 
cotton to an extraordinary extent, but my idea of arriving at a price 
for this unfortunate condition to prevent any inroads of ambitious 
people to make something out of it out of the ordinary, due to dis- 
turbed conditions, would be for the banks and the Grovernment, 
if possible, to insist upon the audit of actual expenses and' grant 
a legitimate and proper profit for those who handle the cotton in 
that manner. Let them submit and if their books are not correct they 
are not fit to handle the commodity, and if they are the Govern- 
ment — ^the Department of Agriculture — ^would say that their price — 
their profit on the proposition — ^would be so much per bale over and 
above actual expenses, because I am quite afraid that possibly there 
might be factors come in here that would take advantage of the un- 
fortunate condition. I do not say that they would, but that is simply 
a thought that passes through my mind. 

Now, gentlemen, I think I have taken your time too much already. 

Mr. Goodwin. Suppose on account of the abnormal conditions 
now it should be attempted to carry over three or four million bales 
of cotton for next year, financed and warehoused, and the farmer 
should be advanced $40 a bale on his cotton, for example, how 
much would it cost him to carry a bale from one season to the next 
season, considering interest, insurance, storage, warehousing, and 
drayage — ^I suppose those elements would about consume all of the 

expense? 

Mr. Turner. The drayage factor is eliminated in Memphis en- 
tirely. 

Mr. Goodwin. Just put it as overhead charges, Mr. Turner. 

Mr. Turner. Well, overhead charges. 

Mr. Lever. Repeat them, please, and let me get that. 

Mr. Turner. I said interest 

Mr. Lever (interrupting). Interest is 6 per cent on the value? 

Mr. Goodwin. Six per cent interest, insurance 

Mr. Lever. What is the insurance that you calculated on the basis — 
what basis, $50 a bale ? 

Mr. Goodwin. I suppose $50 a bale. 

Mr. Turner. Ten cents a pound. 

Mr. Lever. What would that be? 

Mr. Goodwin. I mean the average warehouse — not yours, which is 

superior. 

Mr. Turner. The average is $1.50. The average would be 2 per 
cent. How are they in your section ? 

Mr. Goodwin. I am from a State adjoining yours — Arkansas. 
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Mr. Turner. Then you know more about the 2 per cent ; I expect 
2^ per cent would be a better per cent for calculation. 

Mr. Love. Are they established warehouses? 

Mr. Goodwin. Yes; we have no warehouse 

Mr. Turner. Just the ordinary warehouses. 

Mr. Goodwin. We have no warehouse as pretensions as yours, Mr. 
Turner. 

Mr. Love. The price would $1 a bale ? 

Mr. Turner. A dollar a bale. 

Mr. Goodwin. For 12 months? 

Mr. Turner. For 12 months. 

Mr. Goodwin. Interest would be $3 a bale, then, would it, at 6 
per cent, $50 ? 

Mr. Turner. Three dollars a bale. Now, the storage proposition 
in our warehouse would be 65 cents, but I told you before that is at 
the warehouse, but as I told you in that outside proposition most all 
this cotton would be stored if I handle it; that is the way I would 
handle it. T would be obliged to eliminate drayage entirely. We 
have eliminated that in Memphis. 

Mr. Goodwin. I know you have in Memphis, but you must haul 
that cotton from the warehouse to the depot for loading purposes. 

Mr. Turner. As far as I am concerned, I can only figure from my 
personal ideas. I run a railroad in there. I do not know what that 
would be. 

Mr. GooDV/iN. As a general proposition, they construct these near 
a switch? 

Mr. Turnkr. Yes. 

Mr. Goodwin. Then, it would be between $4 and $5 a bale for the 
carrying charge. I would not be at all surprised; it would be $5 
for one year. But the second year, you must remember — ^I return 
to the subject — there should be in this emergency no excessive charges 
assessed against cotton. We should all be big enough to go to the 
rescue and just do ever,ything we can in the world to meet this propo- 
sition. That is the way I feel about it. 

Mr. Lever. And then, following that, there must be a campaign of 
education through the cotton-growing States to decrease the acreage 
for the following year. 

Mr. Turner. If not done, it .would be suicidal, and the southern 
people could not appeal to their country in being assessed if they 
turned a plowshare over for the succeeding year after the war is over. 
I think the South would take that into consideration. 

(Thereupon, at 12 o'clock noon, the committee took a recess until 
Wednesday, August 12, 1914, at 10.30 a. m.) 
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Present also : Hon. Finis J. Garrett and Hon. Kenneth D. McKel- 
lar, of Tennessee. 

The Chairman. We are ready to hear your next witness, Mr. 
Watson. 

Mr. Watson. I will introduce Mr. Love, of Memphis, Tenn., rep- 
resenting the producer and the cotton factor. 

The Chairman. Please give for the record your name, residence, 
and business. Col. Love. 

STATEMENT OF ME. W. E. LOVE, VICE PRESIDENT MEMPHIS 

COTTON EXCHANGE, MEMPHIS, TENN. 

Mr. Love. My name is W. E. Love ; my address is Memphis, Tenn. 
I am vice president of the Memphis Cotton Exchange and a member 
of the firm of Wynne, Love & Co., cotton factors. 

The Chairman. Mr. Love, we will be glad to have you speak, in 
your own way, on the situation that confronts the cotton industry. 

Mr. Love. I was appointed one of a committee of three to come 
here to see if we could not get this committee to recommend to Con- 
gress some way by which the South could aet money enough to 
nandle the new cotton crop. With the war in Europe, we think there 
will be between five and six million bales of cotton that we will not 
be able to take care of ; and it is impossible f cr the South to finance 
the crop unless we get assistance from the Government in some way. 

The South has made liberal advances to produce it, and it is now 
going to take a good deal of money to gather it, gin it, and get it 
ready for market; and if we can not realize on the cotton, because 
we can not get it to market, we are in a deplorable condition. 

I understand that the market now in Liverpool is on a basis of 
about 13^ cents of our money, while in Houston and Galveston, Tex., 
the only two places where they are getting in anj^ new cotton, it is on 
a basis of 9 cents. The expense of shipping the cotton from there to 
Liverpool is about 1 cent a pound, or about $5 a bale. So the depre- 
ciation in the value of cotton amounts to about $20 per bale, or about 
$300,000,000 on the prospective crop of this year, which is not a large 
one ; we have prospective crop of 13,500,000 bales. 

Two 3^ears ago we made a crop of nearlv 16,500,000 bales, and at 
no tim.e did the market in New York go under 9| cents: it was a ^ood 
deal higher than that during the year on a 16,500,000 bale crop. 

The consumption of cotton in the United States will take only 
about three-fifths of the crop, and if we do not get to export tjiis 
cotton, or make some arrangement by which we can get rid of it and 
get the money on it, I do not know what we are going to do. It 
may go down to 5 cents ; it may go down to 4 cents ; or we may not 
be able to sell it at all. 

This cotton has cost us 9 cents a pound to produce, or about $45 
a bale. We have got to get about $45 a bale in order to get our money 
back — the first cost. Under ordinary conditions, we could get 13^ 
cents to 15 cents a pound for this crop. But with no demand for our 
heavy receipts in November and December, there is no telling where 
it will go, unless we get assistance. 

The stock of cotton now on hand, some 3,000,000 or 3,500,000 
bales — only a small proportion of that is good merchantable cotton. 



58 TJNIFOBM STANDARDS FOR COTTON. 

Mr. McLaughlin. Has that cotton been held over from last year? 

Mr. Love. Yes ; that cotton was held over from last year. 

Mr. McLaughlin. That does not include what has been received 
at Houston and Galveston, Tex. ? 

Mr. Love. No ; what has been received at Houston and Galveston 
amounts to but a small amount, and it is from this new crop. Our 
seasons runs from the 1st of September to the 31st of August; that 
is what we speak of as a year. We are not through with the present 
year yet. 

Now, this last season the grade of the cotton has been lower than 
I have ever known it to be, and I have been in the cotton business 
in Memphis for 25 years. Our Memphis receipts generally run from 
65 per cent to 75 per cent of middling white cotton and better in 
grade. This year I do not think the receipts amount to more than 
5 per cent of those grades. It has been remarkably low in grade and 
it has* been almost impossible to get a line on pure white cotton at 
anj time, even early in the season; the weather was very bad and 
rains came on, and it was stained, blue, and dusty, and the spinners 
would be only too glad to pay us a nice premium for the new crop 
for a while if we could only have competition. If we could ship it 
abroad, the spinners would realize that they could not get this crop 
for nothing. 

Mr. McLaughlin. Does the new crop promise to be of better 
quality than that of last year ? 

Mr. Love. Yes — ^well, we can not tell until we get it; the weather 
may be ruinous to it; if rain sets in after we start to gather it, it 
will be a bad crop ; we can not tell about that until the cotton is in 
the gin. 

Mr. McLaughlin. Do you think it promises better than last year's 
crop? 

Mr. Love. So far it is all right. I know the grade of the cotton is 
all right so far, because it is still in the boll ; it is not open yet, and 
the rain we have had has not discolored it, because it is still in the 
boll, and it is not affected by the rain. But this will not be a big 
crop. We have had an unusual quantity of rain in Texas and Okla- 
homa early in the season, as well as in some other places, and it has 
made the crop backward in a great many sections. 

I took a trip to Corpus Christi, Tex., some months ago, and a good 
deal of the crop in that section was then coming out of the ground 
when it ought to have been 10 or 12 inches high. 

Take our section around Memphis, we had 90 days' drought and 
we have had a very backward season. In the delta section we have 
had more rain. So altogether this crop is a short one, and we were 
expecting that there would be a good demand for it and that we 
would get good prices and sell it rapidly. 

Mr. Eeilly. What would you call a good price ? 

Mr. Love. A good price would be about 13^ to 15 cents. The de- 
mand would justify a price just now of 14 cents for a good middling 
cotton quotation in our market, but we have no market now ; but on 
account of the scarcity of good cotton from this season the spinners 
have no good cotton now, and they are always anxious to get good 
grades to start the season on, and they would be willing to pay good 
prices for good cotton. 
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Mr. Helgesen. Where is the hold-over cotton ? 

Mr. Love. Some of it is in Europe ; it is generallv in the northern 
market, and the spinners have some of it. There is about 3,000,000 
bales on hand now. 

The Chairman. That, however, is not an unusual circumstance, is 
it, Col. Love ? 

Mr. Love. No, sir. Our season is not out yet ; and it will be re- 
duced to about 2,000,000 bales 

The Chairman (interposing). Which is normal? 

Mr. Love. Yes ; that is normal. We carried over last season about 
2,500,000 bales. But the cotton carried over last season was better 
cotton than this. We have sold some cotton this season as low as 7 
cents, and some of it we can not sell at all. We have a large stock 
on hand now in Memphis; about 16,000 bales. 

Mr. McKellar. Will you tell the committee the remedy that the 
people down in your section suggest for the present situation ? 

Mr. Love. If we could get $40 a bale 

Mr. Helgesen (interposing). Before we go into that, I would 
like to ask this question : When you said that 15 cents was a fair 
price, did you mean that that is what the farmer gets, or is that what 
the spinner pays for the cotton? 

Mr. Love. Well, that depends on the section of the countr3^ You 
ask me what the farmer should get. The farmer should get about 
1 cent a pound, or from i cent to 1 cent a pound, depending on the 
location, below the quotations in New York. That would be about 
a fair estimate of what he would get on middling upland cotton. 

Now, you understand that cotton varies considerably. We have 
the grades all right ; but suppose we would have a middling upland. 
Now, that upland would run from a staple of three-quarters of an 
inch to 1 inch; it would be called upland, and it would be called 
middling. Then we have some cotton that would be a little 
shorter than that. Only a year ago a man in Georgia got up a 
cotton that would half itself; that is, 1,000 pounds of seed would 
make a 500-bale of cotton. While that seems very strange, the fact 
is that the staple of that cotton is only ^-inch long, about as long as 
"linters;" after the cotton has been* ginned what is left is called 
**linters.'* Now, that cotton is exceedingly short. That would be 
called middling, however. So the value of that cotton depends on 
the length of staple and coloring, as well as grade. 

Mr. Helgesen. In speaking of the first cost of cotton you spoke 
of it as $45 a bale, or 9 cents a pound. Is that the average cost to 
the farmer to raise it? 

Mr. Love. Yes; the average cost of this crop, I think, would be 
about $45 a bale through our section. Of course, I can only speak 
of the Memphis section as to cost. Now, the cotton factors — we are 
not buyers of cotton ; my firm are cotton factors ; we sell cotton for 
the farmers and merchants; we sell it on commission. We advance 
money to them in the spring, and they ship us cotton in the fall, and 
we send them the money, less commissions and the amounts ad- 
vanced. 

Now, our firm so far has not done as much advancing this year as 
usual, and we have done most of it on our own capital. I went to a 
bank in Memphis the other day which usually gives us a line of 
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credit of from $100,000 to $125,000— anywhere from $50,000 to 
$125,000. I said, " Well, we have gone thus far now without calling 
on you for anything. We are doing business with two banks— you 
and another bank. We have got $10,000 from the other bank. How 
much money can you let us have now toward financing this cotton 
crop ? From the present indications we do not think it is going to 
move rapidly; it will accumulate on hand." 

He said, " Do you want any money to-day? ". I replied, " No; we 
do not want any money to-day, but we will in a few days." 

" Well," he said, " I can tell you to-day that you can get $10,000 
to-day; I can not tell you what you can get tomorrow or the next 
day ; I can only tell you what you can get from day to day." 

You can readily see that our firm would be handicapped by that 
condition in carrying on business. We can not aflford to advance 
$25 a bale, or any amount, on cotton unless we know that we are 
going to have enough money to carry it through, to keep the market 
S'om continually going down on us. 

Mr. McLaughlin. Was the banker's answer to you based on the 
new currency law? 

Mr. Love. No, sir. 

Mr. McLaughlin. Or was it on account of the condition of the 
money market or their opinion as to the cotton market? 

Mr. Love. It was due partly to the stringency of the money 
market and their knowing that there would be such a demand on 
them for money; they feared there would be a run on the bank. 
That firm has $500,000 capital and $500,000 surplus, and they have 
in their vaults $1,800,000 in money. They are afraid to put it out, 
but they would be glad to put out $1,000,000 immediately if they 
only knew that the conditions would be all right. But with the con- 
ditions which exist there now they will hold on to their money ; they 
would rather lose the interest on the money than take the chance of 
being " busted " in a short time. 

Mr. McLaughlin. Well, there is no law that would prevent them 
from letting out their money in that way, is there ? 

Mr. Love. No law. 

Mr.* McLaughlin. And no law that would permit or justify them 
in letting it out ? 

Mr. Love. If the Government would advance money to the South 
on warehouse receipts for cotton to the farmer or the merchant, or 
anybody, whoever it might be, taking his cotton on a basis of $40 
a bale of 500 pounds of middling white cotton, then as soon as that 
was done everv man in the South and every man in the United 
States would have confidence in cotton. The Government would 
never have to finance the whole cotton crop, because others would 
be willing then to put the money out; they would have no fear of 
the market going down as low as 8 cents a pound. 

But as it is now we have an enormous demand for money in 
November and December. We always had trouble at that time until 
two or three years ago, when we got this new warehouse system into 
operation of issuing warehouse receipts on single bales in Memphis. 

But with this new warehouse system we have been getting money 
from St. Louis, New York, Chicago, and all over the country, and 
even out West they loan money on those warehouse receipts, and that 

^s made it very much easier. 
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Our firm has never been East, or but very little, to get money. We 
get money at home. We have to pay more interest for it, no doubt, 
but we feel that when such times as these come we are much better 
protected getting the money at home than if we got it from New 
York, for example. 

Some of our competitors, however, got their money from the East 
this year, because the rate was very much lower than that at Mem- 
phis, and I understand they have already been notified by the New 
York banks that when those notes are due they have got to have 
their money ; no matter what the collateral is, they have got to have 
their money. 

Where are they going to get it? If we can not sell more to the 
United States when Europe is at peace than 7,000,000 or 8,000,000 
bales of our cotton, what are we going to do with the other 6,000,000 
bales when Europe is at war? 

Mr. Helgesen. What would you suggest in the way if legislation 
to make it easier and safer for the banks to advance money on those 
warehouse receipts? 

Mr. JjOye. That would be of help in some fields. But the average 
banker is scary; when he gets too much paper on one land of com- 
modity, be gets uneasy; he feels this way, "Well this thing might 
go lower " ; and the limit on the national banks now has been raised 
so as to make it unlimited on occasions of emergency, and they will 
say that "To use ordinary care we could not lend your firm more 
than $50,000, but now we will double that this year ; this is a case of 
emergency." We would get up to $100,000. Now, it looks as if 
everything was going pretty well. But when they get this $100,000 
they can not sell this cotton. The spinners know the advantage they 
have of us ; they know that we can not send the cotton abroad. Then 
they say, " We have got as much loaned to you as we can loan, and 
we can not loan any more." What would be the result? We can 
not advance our customers any more money, and they will have to 
put this cotton on the market and sell it, and whenever j^ou put cot- 
ton on the market and sell it in large blocks you are going to break 
the bankers all over the country, no matter where the location is. 

Mr. Moss. Col. Love, I understood Mr. Turner yesterday to take 
the position before this committee that if the banking law was ad- 
ministered so as to make it possible, the banks of the South ought to 
take it upon themselves to carry the first cost of the cotton, and the 
farmers themselves ought to carry the profit. Now, do I understand 
you to say that the Government ought to carry part of this first cost 
of the cotton? 

Mr. Love. No, sir; if the Government would give us relief on the 
first five or six million bales 

Mr. McLaughlin (interposing). How, Col. Love? 

Mr. Love. By advancing $40 a bale on the warehouse receipts. 

Mr. McLaughlin. Do vou mean bv a direct transaction between 
the Treasurv of the Unfted States and the owners of the cotton ? 

Mr. Love. Yes, sir. 

Mr. Reilly. Do you mean for the Government to establish a price? 

Mr. Love. No ; that would not be a price. 

Mr. Reilly. Well, to establish a price upon it, you would have 
the Government loan $40 a bale ? 
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Mr. Love. Yes, sir; and whenever that is done it will save the 
situation. Our southern people are bulls on cotton. They always 
think it is going higher, the same as the northern people think that 
wheat is always going higher. 

I was in St. Louis in the grain business for three years ; for three 
years I handled wheat in the winter and cotton in the fall. I neveF 
struck a man who handled wheat that did not think that the price 
was too low, no matter what the price was. We had it at $1.75 a 
bushel one month, and it dropped down to $1.25 another month; 
and all of our customers wanted to hold it for another rise ; and they 
said to us, " If we were situated like you southerners are on cotton, 
we could afford to sell it cheaper." And we would get in a southern 
customer on cotton, and he would say, " If we could make as much 
on our cotton as you fellows make on your wheat and on your meat, 
we would be all right." 

So there is no trouble in getting the average southern cotton man 
to hold cotton, if he only knows where he is going to get enough 
money to get through on.- The difBculty with our southerners is to 
get them to sell ; no matter what the price is, they want to hold their 
cotton. But if they can not get money enough to hold it, they get 
frightened, and they think the lower it goes the lower it will go in 
the future, and if the market this year is going down to about 5 
cents they would be demoralized, and would not keep their cotton, 
but would get rid of it at any price. 

Mr. Helgesen. Take the last few years, and tell us how low cot- 
ton has gone. 

Mr. Love. For what period? 

Mr. Helgesen. Anywhere within the last 10 years. 

Mr. Love. For a 10-year period the lowest was about 8 or 9 cents; 
it went in New York down to about 9| cents. I have our business 
card here, which gives the lowest and highest prices of cotton for 
110 years ; I will refer to that ; it is authentic, I think. 
. In 1904- — that is, 10 years back — the lowest on middling cotton in 
New York was 9^ cents ; that was the lowest at any time during the 
year. The highest in that year was ITJ cents. That year the crop 
was 10,000,000 bales. 

Take 1905 the lowest in New York, on a crop of 13,500,000 bales, 
which was tne largest crop ever made in the South up to that time, 
was 6.85 ; the highest in New York that year was 11.50. 

Mr. Helgesen. The lowest was 6.85 ? 

Mr. Love. Yes ; and the highest that year was 11.50. 

In 1906 the lowest was 9.80 and the highest was 12.60. 

In 1907 we made another big crop, of 13,500^00 bales, which at 
that time was looked upon as a very big crop. For that year the 
lowest price was 9.60 and the highest was 13.55. 

In 1908 the lowest was 9.50 and the highest was 13.55. 

In 1909 the lowest was 9 cents and the highest was 13.15. 

In 1910 the lowest was 12.40 and the highest was 20 cents. 

Now, this is all based on middling upland ; no fancy prices come 
in these figures at all. 

In 1911 the lowest price was 11.60 and the highest was 16.15. 

In 1912 we had the largest crop that the South had ever made— 
16,138,000 bales — and no one in the South had ever heard of such a 
crop, and nobody ever thought the South could make such a crop, 
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and they got demoralized on heavy receipts, and down went the price 
until It got down to 9.20, the lowest for that year. That came along 
in November or December. The highest price was 13.40. The stuff 
just dwindled away ; they got rid of it. 

In 1913 the lowest price was 10.28 and the highest was 13.06. 

Now, this year is not completed yet, but I do not think cotton has 
been down lower than 10 cents or higher than 11^ cents in New York. 

Mr. Helgesen. Well, that would seem to indicate that your request 
that the Government advance money at 8 cents a pound ought to be 
a safe proposition? 

Mr. Love. There is no question about that. It is perfectly safe. 

Mr. Helgesen. Is there any special reason for the Government 
advancing this money on cotton ? 

Mr. Love. I did not understand that. 

Mr. Helgesen. Is there any more reason why the Government 
should advance money on cotton-warehouse receipts than there is 
why it should be advanced on warehouse receipts for grain ? 

Mr. Love. My experience as to grain is that you are not as safe in 
advancing money on grain as you are on cotton. Cotton can be better 
cared for. If you put cotton up in good shape, there is no reason 
why you should not Keep it 26 or 30 years without damage. We have 
kept cotton in our warehouse 5 years; and the only damage to it 
was that the bagging got a little bad and looked rough, but the cotton 
was absolutely sound and in good condition. 

The man who gave us that cotton — we had 700 bales for him, and 
he ordered us to sell about 650 bales — he had 50 bales of staple cot- 
ton; and my recollection is that he put a price on it of 10 cents a 
{)Ound; he had to have that price, and he would not sell it for any 
ess ; and we finally got the 10 cents for it and sold it ; and about two 
months after we sold it it went up to 14 cents. [Laughter.] 

The Chairman. Col. Love, I have a telegram here from a gentle- 
man in Dublin, Tex., and I will ask you to read it and see what you 
think of the plan suggested in it. 

Mr. Helgesen. Before you read that I would like to ask this ques- 
tion : You would not calculate on the Government holding even cot- 
ton for any great length of time, would you ? 

Mr. Love. I would say that the Government ought to help us 
until conditions right themselves. As soon as this war in Europe is 
over, things are going to right themselves. Get rid of cotton ; sell 
it, do not hold it for 15 cents, but sell it at a price where we can get 
our money back, and give the poor laboring man a decent suit of 
clothes out of his year's work. 

Mr. Moss. You used the expression " Hold it until conditions right 
themselves." Do you mean until the prices become normal? 

Mr. Love. No; I mean until foreign countries can take our crop, 
so we can get a reasonable price. I would say that if this crop brought 
12 cents a pound we ought to sell it — or 11^ cents — to give the farmer 
net about 11 cents for his year's crop. 

Mr. Moss. Would you be willing to advocate that the National 
Government should advance money on grain at the same time that it 
advances money on cotton? Would you be willing to let the two 
requests stand side by side ? 

Mr. Love. Well, ii you could make grain as safe to keep as you 
could cotton ; if you could take care of it in the same way, I would. 
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But grain is already getting a boost. This war in Europe has ad- 
vanced the price of grain 20 per cent, whereas, on the other hand, 
it has knocked the price of cotton down about 25 per cent. The two 
things are just opposite; they go in opposite directions, and these 
war conditions are going to help the grain men and to help the beef 
men ; because they are going to be able to get more for their product. 

On the other hand, it is going to play havoc with the southern 
planter, because he can not sell cotton at all, and if we do not get 
some help and conditions go on as they are now we will have to sell 
cotton at 5 cents a pound in order to get rid of it. 

Mr. Helgesen. The two commodities may go in opposite direc- 
tions now ; but assuming that the conditions were similar, would you 
see any objections to treating them the same? 

Mr. Love. No ; if the same conditions as to taking care of the two 
products existed — if grain could be kept as safely as cotton. My 
understanding of grain is that if you store it in large quantities and 
it is not exactly right when you put it there, it is liable to great dam- 
age; you have got to shift it backward and forward, and so ou. 

Mr. Helgesen. There is no trouble about it if the grain is dry. 

Mr. Love. Not if^the grain is dry. 

Mr. Moss. I want to ask you this question: For instance, wheat 
this year in Indiana sold at 68 cents, at the thrashing machines, 
which is much below the average price; and at that time it seemed a 
permanent price. That meant a loss to the farmer growing wheat, 
just like 9-cent cotton would mean a lobS to the farmers in the South. 

Now, with wheat G8 cents a bushel in Indiana, do you think that 
would constitute a claim on the Government for it to advance money 
on warehouse receipts on grain? 

Mr. Love. Under what conditions ? 

Mr. Moss. Well, the farmer does not care much what the conditions 
are ; the price that he gets for his grain is what he cares about. 

Mr. Love. But the Government would care. What would cause 
this grain to go down to 68 cents ? If you had outlets over the whole 
world, and wheat was 68 cents a bushel, that would seem to indicate 
everproduction ; but if you are placed in the position we are now in, 
in that you were cut off from all foreign trade and your wheat was 
down to 68 cents, I would say " Yes." 

Mr. Moss. This was the question I wanted to put to you. The 
question was. Should the Government be willing to advance money 
on any standard commodity like grain when for any reason the price 
drops below the cost of production? 

Mr. Love. Not with our usual trade open. But these are condi- 
tions we have no control over, and they are due to the fact that our 
loreign trade is taken away from us by this European war. If the 
price of cotton went down to 5 cents a pound and we had the whole 
trade of Europe, I would say that the Government should not touch 
the matter at all; it would be a case of overproduction, no doubt. 
But we do have the trade, if we could only get to it. 

Mr. Moss. Let me ask you this question: If for any reason our 
export trade in grain was to be cut off on account of this war (as it 
may be), would you then believe, under those circumstances, that the 
Government ought to advance money on warehouse receipts on grain? 

Mr. Love. I do, if you could take care of your grain, if you could 
provide so as to take care of it and keep it in condition. 
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Mr. Helgesen. Well, any condition that arises that brings down 
the cost of any farm product below the cost of production is one over 
which the farmer has no control. What dinerence does it make 
whether it is war or the weather or anything else? 

Mr. Love. Well, for instance, if conditions now were like they 
were a month ago and your grain was down to 68 cents, what would 
be the advantage in holding that grain? It would be purely a 
speculation. You would not have any better trade demand for the 
grain probably in Europe ; you have got to have a demand for it all 
over the world. But if you are cut off from the world and your 
demand is stopped right there on account of your not being able to 
get your product shipped abroad, the only thing to do is to hold it 
until vou can turn it loose. 

Liverpool would be very glad to pay us 13 cents a pound to-day 
for cotton. I would not be surprised if the Liverpool market would 
advance if we could export any cotton to them, and our market 
would go up also. The conditions are such that they will right them- 
selves as soon as we can get the cotton away. 

Now, conditions have been such in the past that we sold middling 
cotton as low as 4^ cents. What was the cause? It was overproduce 
tion. Now, if this war continues and we get no relief the farmer in 
the South can not raise a big crop next year. The Government is 
safe in carrying this crop over even for another year, because the 
South can not raise another crop without assistance; and who is 
going to put up the money when it is going to cost 10 cents a pound 
next year for tnem to raise it ? We have no corn, we have no meat ; 
in many sections we are entirely out of it ; it is going to cost them 
10 cents a pound to raise cotton next year. They can buy it cheaper 
than they can raise it, and our next year's crop will be lower than 
that of this year, because we can not get the money to raise the crop. 

Mr. Helgesen. If the Government should furnish transportation 
facilities so as to open up your crop to foreign countries this year, 
would not that relieve the situation m the South? 

Mr. Love. If they take enough of it. But what we need now is 
help ; our country needs that right now. I was talking to a man the 
other day, and he said that owing to the dry weather he would com- 
mence cotton picking next week. He said, " What is the chance of 
getting money for picking the crop ? " I said, " I can let you have 
$100 every two or three days." But that would not be enough to 
pay his expenses for one day. Now we are limited to $200 a day 
from our banks. They will pay our checks as long as we have some 
money in there, but they will not promise to let us have any more 
than that. We can not afford to strain our credit unless we have 
got assistance to hold the price of cotton up. If we went ahead and 
advanced money without knowing we would get sufficient help to 
carry it through it would break every firm in the South. We have 
got to have concerted action to do that. 

Last Monday a week ago, when this trouble first came. on, one of 
our National Banks in Memphis paid out $40,000 in cash to a lot of 
Germans, or Russians and other foreigners, they drew it out in lumps 
of $2,000, $3,000 or $4,000, and I do not suppose they had use for 
more than $10 a piece. What are they going to do with it ? They 
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are going to bury it. And every safe deposit company in the year 
1907 rented every box that they had ; the people took out their money 
and stuck it in those boxes and locked it up. 

Now, the Comptroller of the Currency, Mr. Williams, has raised 
a kick ; I understand he has sent the clearing house in Memphis a 
very sharp letter jacking them up about their refusing to pay out 
money. We have got only two or three national banks in Memphis, 
and we have six or eight State banks. The State banks can do as 
they please with the money they have; they can pay it out or hold it. 
But, as to the national banks, suppose the Comptroller says "You 
must pay all those checks as they are brought there,"- what would be 
the result ? In 24 hours the banks would close up. A great deal of 
that money would go in safe deposit vaults, under stumps, in hollow 
beds and every other place where the people who were afraid of the 
banks would put it. • 

Mr. Helgesen. Are the banks not paying out any money that is 
•n deposit there now ? 

Mr. Love. No, sir ; we can not do it and keep the banks going. It 
is a hardship on us; we suffer about as much as anybody else. We 
have got 1,200 or 1,500 customers on our books, and it is a terrible 
condition of affairs ; and if we do not get money to enable them to 
fiave the cotton picked, what are they going to do ? The cotton can 
not stay there. If they do not pick the cotton in September, October, 
November, or December, it will be ruined; it will depreciate $25 a 
"fiale or more, on account of loss of grade; and we must have money; 
we have got to get it somewhere, or the South is ruined. Those are 
the facts ; they are not guess work. 

Mr. Reelly. If this new Federal reserve law should be amended 
so as to permit your banks to loan money with cotton warehouse re- 
ceipts as collateral, would not that help you ? 

Mr. Love. That would help us immediately ; yes, sir. That would 
carry us along until November or December, when our receipts get 
very heavy. But as I said before, every banker wants to be carerul. 
He does not want to fail ; he wants to be in solid condition so as to 
meet any runs on him. 

Now, in November and December our receipts get very heavy, and 
there is not much demand for cotton. It is accumulating ; we have 
got to build more warehouses ; we have got to take care of it. The 
bankers then will say, " We have got just as much loaned on cotton 
as we can take care of. It is a risky business to put out any more; 
arud even if the Government will allow us to have money and put it 
©ut on cotton at $35 a bale, we have got just as much out as we care 
to have, and we can not go any further." 

Then, where are we? We are in a worse position than we are 
now — or just as bad. 

Mr. Moss. If the Government is willing to let the banks have the 
money, under the Federal reserve act, and the banks themselves have 

not the courage 

Mr. Love (interposing). I can not understand. 
Mr. Moss. I say, if the Government should be willing, under the 
operation of the Federal reserve law, to let the banks have the money, 
on asset currency, and the banks in the South themselves have not 
the courage to put it out on cotton at 8 cents a pound, do you think. 
the Government ought to have more courage about it than the banks? 
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Mr. Love. Well, the Governmeiit realizes that if those banks knew 
that there was ^oing to be enough money raised to carry this cotton 
along, whether it was dragged along for a year or not, they would 
all be perfectly safe ; but the trouble comes from one bank fearing 
another ; it is due to the fact of the banks fearing the general condi- 
tions of the South that they are not willing to take this responsibility 
and carry it on through. There is where we fear for the situation. 

Mr. McLaughlin. You think there is absolutely no danger of loss, 
but the banks are timid ? 

Mr. Love. There is absolutely no danger. If you go back for a 
period of 25 years, you will find, with the exception of two or three 
years, that cotton has been away above those prices; the trouble 
generally comes along in November and December, when the receipts 
are heaviest, and then if conditions such as the present come along 
we are gone. 

You take the spinners. A lot of the buyers have sold cotton ahead. 
What are they doing? They go around and say, " You fellows watch 
out; the market is going much lower." What are they talking that 
way for ? They know that we can not raise the prices. They want 
to drive that cotton down. If cotton was selling at 3 cents a pound, 
they will say, " Cotton will have to go down lower ; we can not 
handle it at that price." They did that before. 

This proposition would be absolutely safe. A man asked me the 
other day, " What are you going to do with this crop when the next 
crop comes on, 14,000,000 bales? There will be 20,000,000 bales,- with 
what is left from this year, and you can not get rid of it." 

Why, it is absurd to think that a man can get money to raise a 
crop of cotton jiext year, with all the uncertainty of raising a crop, 
and he can not get the money on his crop now ; he could not do it. 
The South has to borrow a great deal of money in order to raise the 
crop. 

The Chairman. I wish you would read that telegram. Col. Love, 
and see what you think of the ideas suggested there. 

Mr. Love (reading) : 

Dublin, Tex., August 11, 191^. 
The House Agbicultural Committee, 

House of Representatives J Washington, D. C: 

Suggest that cotton-raising States through their legislatures provide suitable 
warehouses designated, to protect against fire and weather; warehouse appor- 
tioned to counties based on number of bales cotton produced ; these warehouses 
to be designated under plans approved by National Government and designated 
as Government-bonded warehouse; cotton to be graded and weighed by bonded 
classers and weighers under the supervision of National Government according 
to the Federal standardization certificates issued by bonded classers and 
weighers, covered by insurance, to be used in national and State banks, and 
as collateral to amount of three-fourths of value of cotton at time they are 
presented as collateral stable; price to be made under present circumstances; 
rate of interest made by States and inserted in certificate. 

Nicholas D. Smith. 

That would not help us through. We have no fixed price of cot- 
ton now. The New York Cotton Exchange, which is a future mar- 
ket, and the New Orleans Cotton Exchange, which is a future mar- 
ket, generally fix these conditions on prices. The country works 
toward the values that they put on it. Those exchanges are not 
open now, and the only figures we would have to go on now would 
be the prices at which the pctual cotton was selling in the market 
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where they are receiving it ; that ig. in Houston and Galveston, Tex. 
I do not know whether they are selling it there or not, but they are 
oflFering 9 cents there for middling cotton. Xow, you take three- 
fourths of the value of middling cotton at that price, and it hrings 
it down to a mighty low ebb. 

As far as the bonded warehouses are concerned, if the Government 
gives this relief, they should be under its supervision ; they ought to 
exercise it ; they ought to have the men who would look after it. 

As far as the grading of cotton is concerned, there is a considerable 
help to the man, to the Government, or anybody else loaning money 
on cotton. But that would not give us as much money as we need. 
We need $40 a bale now. 

The Chairman. Col. Love, what I wanted to bring out in asking 
you to read the telegram is. Do you not think that under your own 
plan it would be necessar3\ hi^st of all, that the cotton be graded by 
some person supervised by the Federal Government? 

Mr. Love. If the C? overnment advanced the money ? 

The Chairman. If the Government advanced the money ; yes. 

Mr. Love. I certainly do; j'es, sir. 

The Chairman. And, secondly, that this cotton, after being 
graded, shall be put into a warehouse which is recognized as being 
a proper warehouse by the Federal Government? 

Mr. Love. I certainly do; yes, sir. 

The Chairman. Those are the points I wanted to bring out. 

Mr. Ijove. I thought you alluded to the amount. 

The Chairman. Xo. 

Mr. Love. Xow, the grading question — I have heard some gen- 
tlemen talk about that here. Every section of the country is differ- 
ent in that respect : we all have different lines of cotton. I am not 
familiar with South Carolina and Georgia and all those sections on 
the Atlantic coast; but from the spinners and buyers that we have 
in Memphis, I undei-stand that their grade of cotton is better grade 
Jihan ours, but inferior in staples. 

Now, if the grades of cotton are fixed, the man who has cotton of 
three- fourths of an inch staple has cotton which is worth far less 
than the same grade of cotton in 1 inch or 1^ inches, or 1^ or 1^ 
inches, yet the cotton would be graded middling, or any other grade 
it might happen to be. 

Now, if that is the case, I do not see how that condition could be 
met unless the length of each staple is put on, in addition to the 
grade. Then, if that is the case, it is a difficult matter to get the 
proper length of cotton when it is just ginned or when it is laid out 
on the ground, and the moisture is next to the cotton, or, rather, I 
should have said the cotton is not thoroughly dry. 

Now, I will give you one instance which occurred last fall : A man 
sent us a sample of cotton and asked our opinion of the price. We 
wrote to him that it was worth 17 cents a pound. The grade was 
strict middling, and the staple was fully If inches as we got it — ^when 
we got that cotton in. 

The man did not wait for our price, but he shipped the cotton 
right on. When we got that cotton in, and put it on our tables, the 
cotton was not up to what we expected. The expressman in bringing 
those samples to us let them get damp, and they pulled better, the 
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fiber was longer, and it had a better drag to it than it showed after 
it got dry; and the best we could get on that cotton was 16 J cents; 
and the result was that the man got angry and never shipped any 
more cotton to us. 

He said he was offered in the country 18 cents a pound for it, and 
that it was fully l|-inch cotton, as he had been told by a buyer. 

I asked him did he examine that cotton. He said he went to 
the gin and cut a hole in the bale, and he cut a sample out there. 
I asked him, " Was the sample taken down on the edge next to the 
ground?" He said he did not know, but thought it was next to the 
ground. And there was where the trouble was ; the cotton was moist, 
and in pulling out it showed up one-eighth of an inch longer than 
it was; and even when we got it it showed up one-sixteenth of an inch 
longer than it really was. 

Now, it is all right to grade cotton, but when you sample it out 
a difference of sixteenths makes a vast difference in the value of the 
cotton. Take middling cotton, say it is worth 10 cents on grade: 
say that cotton is If inches, or three-eighths of an inch longer than 
the average of upland cotton, you could get a profit there probably of 
$3.50 to $5 a bale. 

Now, as I understand, the Government wants to reduce cotton 
down to nine grades — ^to cover this whole question of grades that we 
have. Such an arrangement would be all right to put on contract 
cotton. I understand that New York has a system of what is called 
certificating cotton, whereby they take their samples from the cotton, 
and that cotton is then laid aside as certificate cotton; but that de- 
pends on those contracts, and it varies according to the length of 
staple that is put on those certificates ; and I think that would be an 
advantage to contract cotton, or to the man who raises cotton and 
who wants to sell it ; but unfortunately for the man who raises the 
cotton it is a difficult matter to tell what it is. Now, although I have 
been handling cotton for 40 years, I am not an expert. That sounds 
singular. And yet I have heard of these men who go to cotton 
schools and expect to become experts in three months. The way we 
make experts is, we take a young man who has got tact. You take 
your daughter and put her to the piano; you can let her study for 
40 years and she never will learn how to play ; she can play by note, 
but not without her notes ; she could not do it unless she had the tact. 
They have got to have a tact for it. And the men who can tell about 
cotton have got to be born to it. They can not be made to it. 

You take a young man and start him on the work; he first goes 
in the cotton room and assists the cotton man; he is pulling that 
cotton and handling it; and it takes him 6 or 8 or 10 years to get 
up to where he knows about cotton. I would not give a cent for a 
man from a cotton school ; he is worse than a man who has never seen 
a bale of cotton; a man with a smattering of knowledge is worse 
than one with none at all. 

I had a man send me cotton last year whose son was in a cotton 
school. He told us just what that shipment of cotton was. I told 
our cotton man " You are going to have trouble with that cotton. 
You must not only examine it on the tables, but put an auger in it." 

When he did so he found that this very cotton which was picked 
out as being worth more, was worth half a cent less than the other. 
That man had the highest confidence in us ; but we lost his business, 
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although we had given a quarter of a cent more for his cotton than 
he thought we would get— because we did not agree with his son. 

That IS the trouble with the average farmer. He is not an expert; 
and the man who is handling cotton every day, unless he has tact for 
it, is not an expert ; but the value of cotton is hard to get. You can 
get the grade fairly well, but when you come to the question of 
staple, that may run from one-half an inch to 2 inches. 

In fact, I have seen a staple up to 3 inches. Now, that 3-inch 
staple was worthless; it was something never heard of before. It 
came around in a rather singular way : The man who had the cotton 
did not know what he did have. He was an old friend of my part- 
ner; he was sheriff of the county in which my partner had lived. 
And my partner was complaining about the cotton being handled 
BO badly. And he said, " Cotton as long as this," indicating some 
cotton we had, " a man ought to be ashamed of himself for picking 
it wet." The sheriff said, "How long is this?" My partner said, 
" One and three-quarters inches." The farmer said, "That is noth- 
ing, I have got cotton 2^ inches long." My partner did not believe 
it. The farmer said, " I will show you. t will send you a sample 
of it." 

He sent us a sample, and it was 3 inches long ; it had no strength 
whatever. He got the seed from the Department of Agriculture, 
and it was raised in the prairies of Arkansas, where they do not 
raise good cotton. Well, the Associated Press got hold of it ; it was 
just before the World's Fair at Chicago. They wired us down there 
to know about the seed, and where they could get them ; and I sup- 
pose we got 1,000 letters on the subject. We got tired of answering 
them. 

I said one day, " I was offered $10 for 10 of these seed the other 
day." A man in the office at the time said, " I would give him $25 
for 10 of those seed." 

Well, the result was that that man would have been made a mil- 
lionaire; but he would not sell those seed at all; he kept the cotton 
three years, and it went back to If inches, and he never got a cent 
out of it. 

That is the way they do. It shows you the ignorance of the 
farmer. 

Take this classification : That would help the man who was selling 
the cotton without going to some expert to classify it ; that would aid 
him to do it. But we have got something else to stop us right there: 
How is he going to get that grade ? He has got to go to some cen- 
tral place to have it graded. These graders can not go around to 
every gin ; it is too expensive. 

Another thing, if he is going to get the staple he has got to give 
those grades different times to dry out; and I do not believe there is 
a man living who would buy cotton, either on grade or on staple, 
unless it was guaranteed. Take our business, we never sell cotton 
that is guaranteed. A man comes in and says to us, " Where is the 
strict middling?" We say to him, "Now, you look at that cotton." 
He goes and satisfies himself; he goes down to the warehouse and 
sees the cotton ; and we take a sample out of that bale of cotton for 
him. 

I heard a man say yesterday that a bale of cotton loses 5 or 6 
rounds from the samples taken out. There is no reason why that 



UNIFORM STANDARDS FOR COTTON. 71 

should be so. They are not thieves in the cotton business. Any 
reputable man has no earthly reason for takin;;? out more than 6 or 8 
ounces from a bale of cotton. That is all it should lose in that way. 
Now, the man who Ynade that remark either did so in jest or he lost 
sight of the fact that there are honest cotton men, the same as there 
are honest Congressmen, Senators, lawyers, or anybody else. 

Now, this cotton will not hold up. The man goes down to the 
shed ; he examines that cotton ; he weighs it if he wants to, after our 
weigher has done so; we weighed that cotton in line. He is not 
willing to take it from those samples, although he sees it right in 
the bale. He splits the head of that bale or sticks an augur in there 
to see that it is all right. 

This last year our rejections on account of mixed cotton generallj 
amount to about 1 per cent — this year they averaged about 15 or 20 
per cent — to show you how low-grade cotton was mixed all in it, 
and I do not believe that 6 per cent of the men who shipped the 
cotton in to us Jhtended to have it mixed ; it was unavoidable. But 
it was there. Now, the man who is going to ship on grades has got 
to have somebody to guarantee him ; we, as factors, could not do it; 
you must go down and examine that cotton yourself. The samples 
would do us no good as factors, because we would have those sam- 
ples drawn at the shed and have him examine those samples and let 
him determine for himself. 

The ginner could not guarantee you the grade. Why ? Because a 
great many of the ginners load their gins with suctions. The far- 
mer carries his wagon of cotton in there and they bring this suc- 
tion pipe down and it sucks it up. That ginner does not know what 
that cotton is in the middle of that bed; he does not know whether 
it is the same all the way through, and probably the farmer does 
not know that; the farmer thinks it is all right; but he may have 
good cotton on one edge and low cotton in the middle, and ^ood 
cotton on the other edge. He gets a sample out of it and he thinks 
it is all right. The ginner will get out of that bale $1 or $1.50 
profit. 

The man who comes along and classes that cotton could not class 
it unless he stuck an augur in it ; he would have to bore every bale to 
see if it is all right. Now, that is on gi'ade. 

Now, whenever you stick an augur in a bale of cotton you are 
going to have a loss of 5 or 10 pounds on that bale. The air passes 
right through those passages and dries the cotton out, and you arc 
going to have a heavy loss on it. 

Now, when it comes to the staple of that cotton, I do not believe 
there is a man who would undertake to buy cotton and sell it on 
somebody else's classification. 

Take the nine Government grades. I asked a buyer a short while 
ago, who buys about 75,000 bales from the factors all over the 
country: "How many different types have you?"' He said, "Well, 
we have between 150 and 175." I said, " I did not mean to ask how 
many different marks you had, but how many different types or 
variations?" 

He said, " I have that many types, and every one of those types 
has a different value." 

How are you going to condense them into nine grades? You can 
say, "Here is middling, and here is strict middlmg." There is a 
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variation. We will put this in as strict middling. We will put 
that in a strict middling bale." 

ilf you do that the farmer will suffer, because there is a difference 
in value of about $2.50 to $5 a bale between those grades. You 
have got to put those variations in one grade or the other, and there 
is such a vast difference between them. 

Now, why is there this difference ? Up to six years ago there was 
$6 a bale difference in value between ordinary cotton and good mid- 
dling cotton. That covers the ordinary shipments that we get. We 
have had an idea in our country that cotton was cotton, and we will 
go ahead and pick it regardless of how we get it, because Smith, 
Jones, or Brown, who are the buyers, pay the same price for it any- 
how, and as a result of that we have had a big accumulation of lower 
grades and nothing of the higher grades; that is, from strict mid- 
dling up. The English trade has found that there is a great deal of 
loss, a great deal more of waste in the lower graces than in the 
higher grades. It used to be the case that they would not pay you 
any more for middling and the better grades than for strict low 
middling. They wanted a sample of a blue, pearly color, and a big 
leaf in it the size of your thumb nail. They have got out of that 
idea. They have found that every foreign substance is a loss in 
spinning. Now they all want the better grades. The result is that 
there is a vast difference in the price. It is now about $20 between 
the price of ordinary and good middling. 

One great trouble the farmers have — and I am sorry to say that 
they do not realize it — is the ginning of cotton. We have got im- 
proved systems throughout the countrj^. They have batteries of two, 
three, four, or six gins, probably eight gins, and they fill those 
hoppers and they so right ahead with the ginning. Mr. Jones comes 
along and has a bale of cotton and he will get a straight sample. 
Mr. Brown comes in and he gets a sample. The hopper never stops. 
They switch it off from Mr. Jones's cotton to Mr. Brown's cotton, and 
from Mr. Brown's cotton to Mr. Smith's cotton, and what if Mr. 
Jones's cotton is of low grade? On the sample side — which is the 
bottom of the bale, they always sample that — the good cotton will go 
in that sample, because Mr. Smith, whose cotton went in just before 
Mr. Jones's, had good cotton. Then Mr. Jones's low-grade cotton 
eomes on top of that. Then there is some low-grade cotton left in, 
and that will go in on Mr. Brown's sample, and he has probably a 
good cotton, and so there will be a low sample put on his cotton. 
Then they mix all the cotton — probably not more than 25 or 30 
pounds 01 one kind to the bale — and probably it is a mixed bale all 
the way through because the ginner can not stop to run the seed out 
in every case and get rid of the different cottons, and he is mixing 
up the cotton. 

This year we have had so many rejections that we cut both sides 
of the bale, bottom and top, to see if we could* not remedy the 
trouble. Such a thing had never been done before since we had been 
in the business. But still we could not stop it ; between the samples 
and the middle of the bale there would be low cotton. That condition 
has done the South more harm than anything else — when they pick 
it and gather it they do not handle it nicely. 

^ was in a gin house not long ago, and I said, " Look how trashy 
are in handling this cotton ; it would make a dog howl." He said, 



UNIFORM STANDARDS FOR COTTON. 73 

"Mr. Martin will not pay me any more when it is handled nicely. 
Why should I want to do that when they pay me the same price for 
it anyhow?" 

The Chairman. Are there any further questions, gentlemen? If 
not, Col. Love, we are very much obliged to you. 

Mr. Haugen. You said, Mr. Love, that the grading would work 
all right, in the future contracts, but not between the buyer and 
seller ? 

Mr. Love. Will you repeat the question ? 

Mr. Haugen. You said that the grading or classing of cotton is all 
right for the future contracts, but not in your business. Will you ex- 
plain the difference? 

Mr. Love. I can see only one thing in which the grading of cotton 
will help ; that is, if the man who raises the cotton is willing to go to 
the expense of having an expert grade it. That would help him, be- 
cause they are utterly at sea when they go to sell their cotton. I 
mean the majority of them. I think 90 per cent of the people in the 
South would be covered by that. 

Now, if the farmer gets that information, that would only apply 
to the grading of the cotton. It would help him some, of course. 
If he knew absolutely nothing about the value, the grading would 
help him some on that. But what if that bale of cotton was middling 
and ItV inches? 

Now, suppose he had a neighbor with middling cotton, f inch ; it 
is all middling. Now, for illustration, suppose his neighbor sold his 
cotton for 10 cents, and this man who had 1^ inches would get lOJ 
cents for his cotton. The neighbor who sold his cotton probably did 
not have it graded ; he got 10 cents. 

Now, this man who got lOJ cents would be pleased, because the 
man gave him the information. 

Now, if that man did not give him the information on the 
staples 

Mr. Haugen (interposing). Is not the staple, and the quality, and 
the type, and everything else taken into consideration in classing 
cotton? 

Mr. Love. Well, as I say, it would be almost impossible to examine 
cotton — and it is very hard to get your experts on that who would 
be accurate in giving the different lengths of staple ; it is more diffi- 
cult to get the staple of cotton than it is the grade. 

And when you go into those details you complicate matters con- 
siderably. Then you are going to have higher-priced men; and a 
man who is in a place where they do not raise much cotton could not 
get much benefit ; he would have to carry it to a place where they 
centralize cotton, in order to get the benefit of the classification. 
You could not get sufficient good men to go all around to those gin 
houses and give the information. 

Now, on future contracts, when you come to New York, if there 
was a law so that those grades would apply there, and you should 
have to make a variation in the delivery, that would help. 

Now, if a buyer should want to line the cotton, he would not buy 
this cotton from grades, unless they were guaranteed to him. Who 
is going to guarantee it ? You can not make a man buy cotton. You 
can tell him the price, but if your terms do not suit him he can refuse 
to buy. 
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Mr. Haugen. You are familiar with the Lever bill, are you? 

Mr. Love. Only from what I have heard here; I have been here 
two da vs. 

Mr. JIaugen. I understood Mr. Marsh, of New York, to say that 
the bill would be of no value unless it provided a standardization of 
value. And I believe you are the first witness who has appeared here 
who has been against the standardization. 

Mr. Love. Well, if you will believe it, I do not have any dealings 
whatever in future contracts; I do not know anything about future 
contracts. 

Mr. Haugen. But I understood you to say that, so far as the 
future contracts were concerned, the standardization would be all 
right ; but that that would not be so in the case of the farmer ? 

Mr. Lo\'E. And that is what I meant. I mean in dealing with 
contracts, it would help there. And it would help the man who was 
selling the cotton. As I heard a man say the other day, these three, 
four, or six bale men, who had a mortgage on their crop, it would 
be of assistance to them or to anybody who could tell about the value 
of this cotton. There is no question about that 

But I mean that in order to sell it to the spinner at the full market 
value you must give those men an opportunity to examine that cotton 
to see what they are buying and know what they are getting. 

Mr. Havgen. They would not accept it on a certificate? 

Mr. IjOve. Xo; they would not take it from us. They know, or 
they think, that we are reputable j)eople. We go down to the ware- 
house and get the samples, and it is not more than two days before 
they see them and put them on the table ; and they will not take our 
somples. 

Mr. Hattgen. And it is customary to examine every bale, is it? 

Mr. Love. That is the only way of doing. 

Mr. Haugen. By the spinners — ^the spinners examine the cotton 
that they buy — these bales? 

Mr. Love. I do not think that you understand how the cotton is 
sold. A spinner comes to Memphis and wants 500 or 1,000 bales. 

Mr. Haugen. Yes. 

Mr. Love. Now, we take that cotton and put it on the table, the 
different grades. We never try to make a man take what he does 
not want ; if we do we get low prices. 

In order to facilitate matters, our tables will hold 150 samples. 
We will pick out a table of middling, strict middling, good middling, 
and different lengths. 

Now, he comes in and examines the cotton and fills his bill. The 
average spinner uses only a few grades, and they do not buy what 
they do not want. 

Mr. Haugen. On an average, how many grades does a spinner use? 

Mr. Love. You could not make an average of that, because it is 
dependent upon the class of goods the spinners make. If they are 
making fine domestics, they probably would not use more than two 
grades of cotton. Now, when the spiner buys that cotton, we give 
our warehouseman a list of those numbers ; we number each bale of 
cotton as it goes in the warehouse. We begin the season with 
No. 1, with the planter's mark and number on each one of those 
bales. When we sell that cotton we order it out by those numbers. 
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Our weigher adds the weights on the cotton or the buyers can do so. 
Then the buyer goes and examines that cotton and sees that it is all 
right ; he does not take our examination ; he buys by his samples 

Mr. Haugen (interposing). He buys by the samples, but he ex- 
amines the cotton before he gets it? 

Mr. Love. Yes, sir. 

Mr. Haugen. That is what I wanted to get at. 

Mr. Love. And if the cotton does not come up to within half a 
grade of the sample, on good cotton, or one grade on low cotton, 
which makes it very favorable to the man who owns the cotton, be- 
cause those grades are now from $3.50 to $5 apart, he does not have 
to take it; if it comes up to within half a grade on the good cotton 
and one grade on the low cotton, under the rules of our exchange he 
must take it. 

Mr. Haugen. Now, just one other question : Are you for or against 
the standardization or cotton ? Is it practicable ? Can it be done ? 

Mr. Love. There is no objection to the standardization or grading 
of cotton ; but you are not going to give the relief by that that you 
think you are now. As I say, you can not use those samples all the 
way through. You can only use them at the beginning and at the 
exchanges. In this middle space I do not think you can use them. I 
do not think any spinner will take those samples, because there are 
so many different parts of a bale and so many bales in a carload of 
cotton. 

Now, you take wheat ; you can take this immense carload of wheat 
and get the average of that wheat. You put it in the bin and you 
know you have got No. 1, 2, 3, or 4 wheat. 

But with cotton you can not do that. You have got to put those 
augers into a bale, and then the cotton dries out where you have 
the holes. And whenever you touch it, the man who is raising the 
cotton has got to suffer. And yet I suppose all this is done with a 
view of helping the producer. 

Now, if I was a cotton producer — I do no raise any cotton, but 
if I did, I would not want my cotton bored, because if it was it would 
lose considerable in weight in the course of a few weeks, no matter 
whether it was pulled out or not; if you bore it with an auger you 
will have a loss in the weight of that bale. 

Mr. Reilly. Do you not have to do that under the present system ? 

Mr. Love. You only do that when the buyer comes and that cotton 
has already been weighed, and if the cotton does not come up to 
within half a grade on good cotton, under most of the exchange rules 
the buyer can reject it, and on the lower grades he can do so if it 
does not come within one grade of the sample. But what if you are 
going to adopt this grade system ? 

Mr. Reilly. The mere fact that this bill provides for the establish- 
ment of definite standards does not necessarily change the method of 
determining the standard, does it? 

Mr. Love. No ; and I do not think nine grades will cover it. 

Mr. Reilly. That is a different matter; you may object to the 
number of grades, but you have stated that it is impossible to grade 
cotton. 

Mr. Love. No ; you misunderstood me. 

Mr. Reilly. That is, to grade it so that it will cover all the dif- 
ferent sections of the country ? 
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Mr. Love. I say that the same standard would not cover the dif- 
ferent sections of the country. 

Mr. REiLi,Y. Well, the same grade, then ? 

Mr. Love. Yes. Now, you take the Delta country ; very little of 
that will be lower than 1^ inch. When we sell it as upland cotton 
we get 15 or 16 cents for it. It is all the same grade, but there is a 
difference in price owing to the staple. Each section of the country 
has a different grade. • 

Mr. Reilly. Then, according to your opinion, it is absolutely im- 
possible to establish the same grade for the whole country ? 

Mr. Love. I do think so. You would have to have a grade for 
South Carolina, you would have to have a grade for Georgia, a grade 
for Mississippi, and a grade for Oklahoma. Oklahoma, I am sorry 
to say, would be about the worst — and then you would go on down 
to Texas and have different grades there. 

Mr. Haugen. The representatives of the New York Cotton Ex- 
change who appeared before this committee — Mr. Marsh and I do 
not recall the names of the others — ^have approved the standards fixed . 
by the Department of Agriculture and have O- K'd them. 

Mr. Love. Now, when you speak of the New York Cotton Ex- 
change you must remember that you are dealing almost wholly with 
futures. Our exchange 

Mr. Haugen (interposing). I was trying to find out the differ- 
ence. 

Mr. Love. Our exchange does not deal in futures. We deal in 
actual stuff. Now, I admit that in blocks 

Mr. Haugen (interposing). Well, I want to find out the distinc- 
tion between the two. 

Mr. Love. You spoke vesterday about 100-bale blocks. I beheve 
cotton on the future market is sold in 100-bale blocks — ^but I do not 
want to take up too much of the time of the committee, and I will 
not go into that. 

The Chairman. We are very much obliged to you for your state- 
ment. 

Mr. Love. Thank you. 

The Chairman. Shall we go on, gentlemen of the committee, for 
a few minutes and hear some of the commissioners of agriculture of 
the Southern States? 

Mr. Haugen. Let us hear them now. 

STATEMENT OF ME. E. W. DABBS, PEESIDENT OF THE STATE 

FARMERS' UNION OF SOUTH CAROLINA. 

Mr. Watson. I want to introduce now, Mr. Chairman^ Mr. E. W. 
Dabbs, the president of the State Farmers' Union of South Carolina. 

The Chairman. Will you give your name and state whom you 
represent ? 

Mr. Dabbs. My name is E. W. Dabbs ; I am president of the State 
Farmers' t^nion of South Carolina : also chairman of the committee 
on banking and currency of the State Farmers' Union and chairman 
of the National Farmers' Union committee on treasury deposits, 
and I am also associate editor of the Aggressive Farmer, the paper 
of the farmers' union. 
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I understand that the time which I have is very limited; and it 
will be very hard for me to go into the matters which I would like 
to go into in the time which the conmiittee has at my disposal. 

I would like to say at the outset that my opinion of this bill that 
you have before you now is that we do need some official standardi- 
zation and grading to protect the banks on the one hand and the 
farmers on the other. There has been a great deal said about the 
hundred variations in the types of cotton that are sold. The farmer 
does not know anything about more than five or six or eight, at the 
outside. These variations may come in when the mill buyer gets a 
lot of cotton, and he makes a profit of 25 or 50 cents on a bale by 
reason of a variation of one-sixteenth inch in the length of the 
staple. But the farmer has nothing to do with that. 

The Chairman. Right in that connection, before you get away 
from it, I wish you would tell the committee, because you are a 
fanner yourself, just how a farmer markets his bal^ of cotton? 

Mr. Dabbs. a farmer takes his bale of cotton to town, and if he is 
a man of some reputation, he samples it before he leaves home and 
takes his sample along with him ; the buyers examine the sample and 
buy it on the sample he submits. 

But in the case of a great meany farmers the buyers have not the 
confidence in the farmer, and want to see the cotton themselves. They 
cut one side of the bale, and in some instances on both sides of the 
bale, and they take a sample out and they say, " I will give you so 
much for that cotton." That is the wagon selling of cotton with 
wliich I am familiar. 

Mr. Anderson. Does the buyer taking the sample attempt to say 
to the farmer what that cotton will grade ? 

Mr. Dabbs. Well, if he knows his business he does not usually tell 
the farmer, " Well, I grade that cotton as low middling," or " I grade 
that cotton as strict middling," and so on ; if he is a man of average 
intelligence he does not say anything to the farmer about that ; he 
simply says, " I will give you Hi cents for that cotton; you can go 
to somebody else and get a price and come back to see me — or you 
need not come back to see me any more," as the case may be. 

What we object to in the sampling of cotton, from the farmer s 
standpoint, that that is not the only time the cotton is sampled, but 
every time it changes hands it is sampled, and there is an accumula- 
tion of several bales of cotton at the end of the season that the buyers 
have gotten out of cotton before it is ever shipped. Now, gentlemen, 
the price of cotton here in this country is fixed by the price at Liver- 
pool, and the price of cotton at Liverpool is fixed by the net price of 
cotton in the mills of Lancashire ; and every pound of cotton taken 
out between the time it leaves the farm and the time it gets to those 

mills is a loss to the farmer. .-,.,. i ^a 

Now the gentlman who preceded me has said that a sample of live 
or six ounces to a bale was sufficient ; but I have seen a good many 
samples of a pound taken out of a bale. 

Suppose a pound is taken out of a bale three or four times, and it 
is taken out at different places in the bale and in such a way that the 
cotton loses every time the hook is put into it, or every time it is put 
into a truck— because cotton is like a rag baby— with five or six 
ounces hanging loose, worn off; I think you gentlemen have had 
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hearings in which the condition the cotton was in when it reaches 
Europe was shown. 

What the farmers' union want is some system of cotton sampling 
by which this continuous sampling would be avoided if possible. I 
am a joint author with former Senator McLaurin, of South Carolina, 
of what is known as the " Farmers' union cotton warehouse bill " in 
South Carolina. We propose to standardize cotton in South Caro- 
lina, and we propose to safeguard a great many things which the 
gentleman has told you about. We want to bring up the standard 
of the ginneries in the country. We do not believe that a man who 
grows cotton has a right to sew it up in guano sacks, or that the man 
who gins it has a right to wrap it up like a rag baby or a scarecrow, 
when it is a great product of the country, worth $600,000,000 last 
year in its export trade. 

Now, I think your bill, Mr. Chairman, is in line with what we 
have been trying to do in the farmers' union. I do not know that 
the exact provisions of your bill will cover all that is necessary ; but 
I do think you are taking a step in the right direction when you 
attempt to fix cotton grades so that when a man talks about middling 
cotton he will know whether it is middling cotton he is talking about 
or something else. 

I understand that in Augusta they have one type of cotton for 
middling cotton, and in Charleston and in Memphis, probably, they 
have another type of cotton for middling cotton. 

Mr. Love. That is on account of staple. I. say the grade will be the 
same, but in the different sections of the country they produce 
different staples. 

Mr. Dabbs. Well, Mr. Chairman, the farmers' union in South 
Carolina has a bill that we hoped would become a law before this 
time, but it has not, because of politics; and we say that we want to 
include the cotton grading, as well as the staple. 

I wanted to ask the gentleman who preceded me a moment ago in 
the case he cited where the gentleman got a certain price, whether it 
was five-eighths-inch staple, or whether it was 1^-inch. In our coun- 
try we have never got a price at all unless it was 1^-inch staple. 
Your bill, Mr. Chairman, will be faulty if it does not provide that 
these official graders should give the length of the staple. It will 
be faulty if it does not provide that the men who persist in growing 
cotton with five-eighths-inch or nine-sixteenths-inch, with all the 
variations up to 1-inch, staple shall not get the same price for their 
cotton as the man who grows 1-inch cotton gets, just as it would be 
wrong for the man who grows 1^-inch cotton not to be able to get 
more than the man who grows l|-inch cotton; all those variations 
will have to come in. 

The Chaibman. What you have been working on, Mr. Dabbs, and 
what this bill attempts to do, is to have some disinterested party 
between the man who sells and the man who buys cotton, so that the 
farmer may have some information as to the value of the thing 
he sells. 

Mr. Dabbs. Exactly. And there are more reasons than that. One 
is that the farmer may have exact information about what he is 
selling.* Another is that the bank will have exact information upon 
the class of paper upon which it is loaning money ; because we recog- 
nize that under the conditions of growing cotton, and under the 
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conditions of marketing cotton, unless there is some change in the 
system by which it is now dumped into the market as fast as it is 
taken from the fields, we will break the market in a normal year, 
and not only in a year when we have war. 

The Chairman. What do you have to say as to the recently pro- 
posed plan of licensing warehouses? 

Mr. Dabbs. I think it is a good one. I think that the warehouses 
should be inspected, and that if they come, up to a proper type as a 
warehouse where cotton can safely be taken care of, it should be 
done so that when they issue a paper it will be known not only to the 
little bank in the little town where it originates, but so that the bank 
in New York or in Europe will recognize it as having the seal of the 
United States Government behind it. 

That is why I am in favor of something bigger than a State-wide 
system. In South Carolina we tried to go ahead of the rest of the 
States and Establish a State system. We have not done so yet. 

Mr. Anderson. Do you mean a State system of warehouse inspec- 
tion? 

Mr. Dabbs. A State system of warehouses with the inspectors 
bonded officials, whose duties it would be, in the language of an old 
statute, "As well to protect between buyer and seller as to prevent 
this article from coming into disrepute in the markets of the world." 

In other words, we want to reform the cotton trade right from the 
ginhouse, and we are working along that line. 

And I am sorry to see my friend over there [indicating], who 
has been in the business so long himself and who is a splendid cotton 
factor, not in line with everything that will help to put the cotton 
trade on a proper basis. 

Mr. Reilly. Does your idea include the fact that there would have 
to be a Government inspector at every place at which the farmer 
sells a bale of cotton ? 

Mr. Dabbs. I would not say at every place, because some of the 
places are too small to support a Government inspector. But there 
certainly should be in every county that grows a great amount of 
cotton — take my county, for instance, there should certainly be two 
or three there; there are two large shipping points in my county — 
there should be in every such county an inspector to inspect that 
cotton. 

The Chairman. You do not mean necessarily that they should be 
Government officials, but they ought to hold a license from the Gov- 
ernment as to their competency ? 

Mr. Dabbs. Yes, sir ; I think so. 

Mr. McLaughlin. Employed by whom ? 

Mr. Dabbs. They would have to be employed by the warehouse; 
and I would prefer to see the warehouse a State warehouse, because 
of the unification of the system, and the prestige which would go 
along with that, rather than a private warehouse owned in one place 
by John Smith, and in another place by Thomas Jones & Co. — 
although those warehouses will hold the actual cotton just as well 
as. if they were a Government warehouse, the collateral which they 
would issue on that cotton would not be as liquid as it would be if it 
was a public warehouse. 

Mr. Reilly. How are you going to take care of the farmer who 
sells to the small country buyers? 
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Mr. Dabbs. Well, sir, the protection which that farmer would get 
would be that he would have, as a matter of common information in 
his neighborhood, the knowledge that certain cottons graded certain 
staples and certain values over at the county seat or at the next 
market town; and the buyer of his cotton would be apt to come 
nearer doing him justice if he had that information than he would 
if there was no standardization in that county ; and if he was not 
satisfied with the local buyer it would be only a matter of a few 
miles to a place where he could get that cotton inspected. 

Mr. Reilly. Why does not your State do that for yourselves, and 
in that way protect the planters? 

Mr. Dabbs. Well, we have tried to do that, and if it had not been 
for politics we would have had that in our State now. 

Mr. Keilly. I mean not only your State, but the entire South? 

Mr. Dabbs. Well, somehow or other we have got an idea that it 
is paternalism, and the people are afraid of it ; they are afraid that 
it is launching the State into a line of business which the State con- 
stitution never did contemplate. I think that has had more to do 
with it than anything else. 

Mr. Reilly. It seems to me that it is a thing for the State to take 
care of, rather than the National Government. 

Mr. Dabbs. I have made this argument : The State is aiding rail- 
roads, and building colleges, and building schools, and teaching the 
people how to produce this crop ; and they have said " We can not 
do anything more for you along that line; you have learned to pro- 
duce two bales of cotton where you produced one before; you will 
have to do the best you can after you have produced the cotton; we 
can not do anything more for you." The State is not doing its duty 
by the citizens — and when I say that, I mean that the citizens of 
the State are not doing their duty by themselves — as they them- 
selves, of course, constitute the State. 

The Chairman. Is there anything further that you wish to say, 
Mr. Dabbs? 

Mr. Dabbs. I have a great deal more that I desired to say on this 
matter ; but the time of your committee is limited, and I have made 
some notes here about each point I wanted to bring out, and I have 
only in a general way covered the subject, and have left out a good 
deal I wanted to say. You have a good many others who want to 
be heard on this subject. 

But I want to say this, that we are interested now in immediate 
action, because the growers of the staple, the people who grow 1, 
2, 3, 5, or 10 bales of cotton, and own up to 100 bales or 1,000 bales, 
are going to become bankrupt if something is not done to enable 
them to market this crop. 

Mr. Helgesen. What is it that you want done by the United 
States Government? 

Mr. Dabbs. I want to see the United States Government, which 
controls the money of this country — ^the currency of this country- 
deposit in the banks of the cotton section sufficient money for those 
bankers to be able to handle the present situation. 

I ought to have been to-day before the Comptroller of the Cur- 
rency, with a committee which comes from my town, to protest 
against what the Secretary of the Treasury did last year, and is 
doing again this year, in putting those Government deposits in the 
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First Central Bank. I think it would be well for this committee 
to take the matter up with him. The National Bank of Sumter, 
with $25,000 capital can just as well safeguard the Government for 
its deposit, for the amount which it ought to have, as the national 
bank in the city of Columbia, with $25,000 capital, for the amount 
it ought to have. Now, last year they deposited that money in 
four or five of the big banks of the State, at 2 per cent interest. As 
soon as we heard of that we thought it was a good thing and ought 
to do the South a great deal of good. I got into communicatin with 
those bankers and they said, " We can not let your banks have that 
for less than 6 per cent." 

Mr. Reilly. The gentleman who just preceded you said that it 
would not be sufficient for the Government to furnish the money, 
because the banks would not take the risk if the Government did so. 

Mr. Dabbs. I do not know that I can speak for the banks, but if 
the banks could get the assurance that they would have the money, 
not only to handle half a million bales, but to handle the entire crop 
if necessary, they would take the risk, because if it is the policy of 
the Government and of the entire South, the risk would be avoided. 
The risk would be tremendous on Memphis and its immediate terri- 
tory; and the risk on South Carolina would be such that we could 
not undertake it alone; but if it is the uniform policy of the South 
backed by the Government, the whole South would go into it I think. 
I speak from my knowledge of all of my friends in the banking busi- 
ness in the city of Sumter, and of what they have done heretofore, 
when I say that. 

Mr. Haugen. Do these small banks have the kind of security that 
is required by the Government in making deposits ? 

Mr. Dabbs. Well, you know the kind of security could be made 
such that none of them could have it. But they have ample security 
foi* any amount they would reasonably need. 

Mr. Haugen. Well, my understanding is that the Government 
only deposits its money in the bank when they put up a certain 
kind of security — certain bonds, and so on ? 

Mr. Dabbs. Well, they do not even require any bonds this year^ 
Last year they required 10 per cent of national bonds. This year 
it is commercial paper of various kinds — ^under the new banking and 
currency act. 

Mr. Haugen. Under the old system they did not accept com- 
mercial paper as such security ? 

Mr. Dabbs. No ; they did not accept commercial paper. 

Mr. Haugen. But they do now ? 

Mr. Dabbs. I think they did last year. 

Mr. Haugen. Well, was it not bonds and stocks ? 

Mr. Dabbs. Well, what we objected to was that these banks have 
got to have the money ; that is, in Wilmington they would let them 
have it at 6 per cent providing they left 25 per cent on deposit ; that 
is, it would cost those banks 8 per cent. 

The Chairman. We are very much obliged to you for your state- 
ment. 

Mr. Dabbs. I am much obliged for the opportunity^ of making it. 

The Chairman. Gentlemen, Dr. Cobb, who was in charge of the 
cotton standardization work in the Department of Agriculture, has 
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requested me to extend to you gentlemen here a cordial invitation to 
visit his office and see what is being done. Dr. Cobb is here this 
morning. 

Now, Mr. Watson, will you present your next witness ? 

Mr. Watson. Mr. Chairman, in view of the fact that this banking 
matter has come up for discussion, I think we had better hear 
Mr. Dial, who is interested in banking, for a few minutes. 

The Chairman. We will now hear Col. N. B. Dial, of Laurens, 
S. C. Mr. Dial is a citizen of my own State, and is familiar with 
the subject, and can tell us about it briefly. 

STATEMENT OF HE. N. B. DIAL, OF LAUEENS, S. C. 

Mr. Dial. Mr. Chairman, the plan that I advocate is not a war 
measure at all ; it is a business measure, but would be of very great 
benefit now since we have this great war in Europe. It is this : 

I desire to get Congress to pass a bill authorizing national-bonded 
warehouses, under a license, or some similar system ; I am not much 
of a man for detail. 

Now, there are three ways to market the cotton crop, as I under- 
stand it. 

One is private warehouses. We have them in our State. I am 
president of one of them. The trouble about that is that the capital 
IS small, and they would not give the confidence to the moneyed 
world. You gentlemen would not lend money on my warehouse 
receipts, because you would have to investigate that warehouse and 
learn all about it. They lend on its receipts in the local banks, be- 
cause they can go and see it, and whether it is properly managed, 
and whether it is insured and sprinkled. 

The second way«is for the States to go into the warehouse busi- 
ness. I do not believe it is the business of the Government, State, 
National, or any other, to go into the business of loaning money. 
If that is a legitimate business, it is the business for the citizens. 

A few years ago our legislature authorized the State of South 
Carolina to go into the warehouse business. The supreme court of 
the State held that that was unconstitutional — and properly so. 

I am not opposed to the State doing something like that. You 
might have to amend your constitution and get all the details figured 
out. The objection to that is this : If one State or another did not do 
that, you would not take care of a great quantity of cotton at one 
time. What we want to do is to gradually market the cotton 
throughout the whole year. The money world knows that cotton 
has to be marketed in a very short space of time. 

Now, the farmer brings cotton into the town and sells it at 10 
cents, or 15 cents, no matter what the price is, he has got to sell it 
Perhaps half of the cotton crop is sold by tenants to the local mer- 
chants, and the local merchants sell it to the local banks ; and the 
local banks to the northern banks, and all of them have to meet their 
obligations. The small banks down there try to pay all the eastern 
banks before Christmas each year ; so the cotton crop has to go on 
the market within a short space of time. I am interested somewhat 
in a cotton mill. But I want the man who produces the crop to get 
the very best price for it that is possible. 
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Now then, gentlemen, what I want if possible, is to get that cotton 
warehouse receipt into shape so that it can be used anywhere; so 
that a man can walk into a bank in New York and say : " There is 
my receipt for so many bales of cotton; I want to get the money." 

We have got to be practical about that. If we had a South Caro- 
lina warehouse receipt for the cotton we could borrow money on it 
better than with the receipt of an individual warehouse like mine. 

Now, if we got a Government receipt — I am trying to get the 
Government to guarantee that receipt in the same way. Well, I 
confess that it took me some little time to get around to that. But 
in this complex Government, where the State has some rights and 
the Nation has some rights — for instance, we can not issue money 
in the State of South Carolina ; it is necessary to come to the Gov- 
ernment for that — ^I can see the reason and justice of asking Congress 
to help us. You gentlemen appropriate money to help me to im- 
prove my crop ; and after I have improved and increased my crop, 
then I get a lower price for it. 

I am not a Populist, or anything like that ; but I want to get the 
confidence of the whole world in the cotton business. If we can get 
our cotton into shape to be used as collateral in any place, we can 
borrow money all along on it. 

I was talking the other day to a gentleman who said that some 
grain exchange out West had the secretary of the chamber of com- 
merce countersign the warehouse receipts; and those receipts were 
accepted even by the Canadian banks. He said they had never had 
a loss out thre. 

Now, my idea is this : That you gentlemen can pass a bill provid- 
ing for bonded warehouses, in which nonperishable products of the 
soil could be stored, and let the warehouse company lurnish a strong 
bond to the Government, say one and one-half times the amount of 
the receipts it proposed to give, and then let the Government guar- 
antee those receipts. 

Mr. Haugen. Would it be necessary for the Government to guar- 
antee the receipt if the Government holds a bond ? 

Mr. Dial. The only thing that is desired is to give confidence. 
Excuse me for a personal allusion, but take the warehouse I have 
built in my little town; the capital stock is very small, because it 
only takes a few thousand dollars to build a fireproof warehouse of 
brick and mortar. Now, we store perhaps $200,000 worth of cotton 
in the warehouse, where the warehouse cost only $20,000 to build. 
Suppose that each one of the owners of that cotton should come into 
the warehouse and say, " Where is my cotton ? " And suppose that 
the cotton was not there. Now, I want the warehouse company to 
give a bond, so that the owners of that cotton and the people who 
advance money on it will be protected; otherwise a warehouse con- 
cern of half a million dollars ought only to store a quarter of a mil- 
lion dollars worth of cotton ; but in the absence of a large capital I 
am suggesting the giving of a bond by the warehouse company to 
protect the Government for its guaranty. 

Mr. Haugen. Well, I do not think the Government ought to go 
that far, but it ought to go as far as it can; if thej^ get the ware- 
house to protect the holders of the receipts by the giviner of a bond 
it seems to me that would be sufficient. 
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Mr. Dial. Possibly so. But suppose I go to New York with my 
receipt for a hundred bales of cotton ; if that is issued by a private 
warehouse the bankers there have not time to investigate that ware- 
house ; they do not know whether it is bonded or insured, and there- 
fore they will not take the trouble to go into the matter. But if I 
take my receipt as collateral, when the New York banker looks on 
the back of it he sees that the Government has countersigned it; there 
is some security there that he has confidence in, and I can put that 
receipt up as collateral anywhere. 

Mr. McLaughlin. When you take a receipt of that kind to a bank, 
what is the next step ? 

Mr. Dial. Here is my idea : If we could get that done, and get 
warehouses in the South strong enough to inspire confidence in the 
moneyed world, the result would be that our V^ank correspondents in 
the East and West would write down there and offer to loan out 
money to us on all those receipts. 

Mr. McLaughlin. But you outlined a scheme for Government 
warehouses and the issue of receipts which would enable the holder 
of those receipts to go to a New York bank; then what would 
happen ? 

Mr. Dial. Well, what happens now ? 

Mr. McLaughlin. What would happen at the New York bank? 

Mr. Dial. Well, then, I think a New York bank, if it was going 
to lend money on any collateral in the world, would lend it on that 
receipt. Of course you can not make people lend money, and say^ 
" You have got to lend it anyhow "; but there is nothing that can be 
converted into cash any quicker than cotton; it does not deteriorate; 
there is a bale in my house that was raised the year I was bom— 
52 years ago. 

Mr. McLaughlin* When you take those receipts to the New York 
bank, the bank will lend the money on them or not, just as it pleases? 

Mr. Dial. Exactly. 

Mr. McLaughlin. How would you induce the bank there to lend 
money on those receipts? 

Mr. Dial. That is just a question of banking and trade and mer- 
chandising; you can not force them to lend out money at all, but you 
will be taking a long step in placing your cotton in such shape as to 
be good collateral. 

Mr. McLaughlin. But you .are talking about the Government 
guaranteeing something. Now, right at the bank where you are 
doing business on these receipts, where does the Government step in 
under your plan ? 

Mr. Dial. All I want the Government to do is to guarantee the 
validity of the receipt, so that the receipt will have the stamp of the 
Government and the confidence of the world. 

Mr. Haugen. The Government will guarantee the delivery of the 
cotton when it is called for ? 

Mr. Dial. It would guarantee the genuineness of that receipt, and 
the warehouse would give the Government a bond to protect it if 
anything should turn up against the receipt. 

Mr. Haugen. Suppose you are a warehouseman; you give your 
receipt to the holders for that cotton, and you give the Government 
a bond ; ought not that to give the warehouse a standing, and ought 

ot that to be sufficient ? 
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Mr. Dial. How, does the Government O. K. the receipt? How 
would you lend me money on that unless the Government would put 
something on the receipt? 

Mr. Haugen. Unless the Government would certify it? 

Mr. Dial. Unless the Government would certify it ; a license sys- 
tem possibly would answer. 

Mr. Haugen. I mean a license system, coupled with a bond. 

Mr. Dial. A license system coupled with a bond, then you would 
have confidence. 

Mr. Haugen. Is that not as far as the Government ought to go ? 

Mr. Dial. I rather think so. 

Mr. Haugen. And then do away with this guaranty? 

Mr. Dial. And then you would be putting it into shape so that I 
could use it anywhere, and you will get confidence everywhere. 

Now, then, gentlemen, I do not suppose you can go ahead and pass 
a bill for cotton alone ; that would be class legislation. But my idea 
would be to make those warehouse receipts cover nonperishable prod- 
ucts of the soil — such as potatoes, for instance. Then it would be 
a question between the holder of the receipt and the man who had 
the money as to whether he would lend the money on corn or other 
grain. I do not know how perishable grain is. But I have had some 
experience along that line, and I am sure that if we could get this 
warehouse with a strong enough capital back of it it would be of 
great value. But you would not need much capital to build the 
warehouse. But you do not need to use that capital all the time, 
because at certain times of the year you have not anything in the 
warehouse; at this time of the year there would not be over 100 
bales of cotton in your warehouse, and therefore you do not need 
much capital in the warehouse business. 

Mr. Haugen. All the capital a man needed wotild be that required 
to build the warehouse ; he does not advance any money on the cot- 
ton, does he? 

Mr. Dial. No ; that is all. He does not advance any money on the 
cotton. We do in our bank, because it is connected with the ware- 
house. The way we work it, we write to the New York banks, and 
the warehouse people indorse it, and then they let us have the money. 
They have always loaned us the money, except in times of panic. 

Mr. Haugen. What do you do with the receipts now? You are 
a banker, are you? 

Mr. Dial. Yes, sir. 

Mr. Haugen. Suppose there is a farmer who holds a receipt for 
100 bales of cotton ; he comes to the bank 

Mr. Dial. Yes, sir. 

Mr. Haugen. And you lend him money? 

Mr. Dial. Yes, sir ; we lend him money. 

Mr. Haugen. You discount his paper? 

Mr. Dial. I take his note with the receipt as collateral. 

Mr. Haugen. And you send that to New York? 

Mr. Dial. I send that to New York. 

Mr. Haugen. And that is accepted in New York? 

Mr. Dial. That is accepted in New York, but not by reason of the 
warehouse recepit, but because they know me. The warehouse is not 
strong enough for that. Now, we can do this — ^this will give you 
gentlemen a little information : When we first built that warehouse 
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the insurance was 4^ per cent; now it is one-fowrth of 1 per cent. 
We put in sprinklers, and we got a very low rate finally. 

Mr. Haugen. Now as to the bank, what security would the Gov- 
ernment require to advance the money? 

Mr. Dial. The Government? 

Mr. Haugen. Suppose you are making application for $10,000 on 
your reputation. 

Mr. Dial. I suppose the Government would have to have bonds^ 
I do not know how far they have gone — what the bank would have 
to do. 

Mr. Haugen. Well, up to the present time, have they accepted any 
collateral except the bonds? 

Mr. Dial. I do not think so. 

Mr. Haugen. As a general thing^ the country banks have not the 
security ? 

Mr. Dial. No; they have not the security. For instance, take oi;r 
little bank. We have $100,000 capital, and we have loatied out a 
quarter of a million dollars. Or we have borrowed some money in 
New York ; no very large amount, however. But I had hoped that 
they would put this new banking system into operation, and I hope 
you gentlemen will do all you can 

Mr. Haugen (interposing). Have you looked into that to see what 
will be done under the new system for your bank ? 

Mr. Dial. No ; our bank is a State bank, but we are going into the 
system. Now, as to lending money on the cotton, it depends upon the 
strength of the holder of the receipt. If we look to the cotton alone, 
then we are careful of the amount of money that we advance on it, 
because the price may go down. We have a right to call for addi- 
tional collateral, of course. But if a man is perfectly good, it makes 
little difference to us whether we loan him the full value of the 
cotton or two- thirds of its value. 

Mr. Haugen. You have the right to call for additional collateral? 

Mr. Dial. Yes, sir. I will tell you of my experience of 15 years. 
We have never lest a dollar on a warehouse receipt, and we have 
loaned out hundreds of thousands of dollars. 

I am not asking the Government to lend one cent directly on cot- 
ton. My plan I talked to the committee about two years ago. I 
have it printed here [indicating]. And if you pass this warehouse 
bill, as soon as this war scare is over we will need a great deal of 
money to market the cotton crop. 

Mr. Haugen. The warehouse bill; what is that? 

Mr. Dial. I am trying to get you to amend your present bill. 

Mr. Haugen. Do you mean the Government or the State ? 

Mr. Dial. I say in this pamphlet [indicating] the Government. 
But I think warehouses already built ought to be used; but I think 
that where warehouses are to be built you should not go into these 
great big congested cities; but my idea is that wherever they have 
water works, and the farmers in the community want to store cotton, 
let them get together and organize a warehouse company, where they 
can have insurance and where they can have sprinklers, and where 
you can get a warehouse receipt and can borrow money on your 
receipt. 

Mr. Haugen. Will you explain that " sprinkler " ? 
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Mr. Dial. An automatic sprinkler is a device for sprinkling water ; 
it is a tank with a wax arrangement so that in case of a fire the water 
will flow out and nobody has to turn it on. 

Mr. Haugen. It sprinkles only in case of fire? 

Mr. Dial. Yes. If the fire occurs at night, and nobody is there 
to turn it on, the sprinkler protects the cotton. That is the reason 
you get such a low rate of insurance when you have a sprinkler. 

Now, we have a great many warehouses in South Carolina — on6 
very large one — and we have them scattered over the State. Now, 
we can get cotton-mill warehouses all over the State; we could rent 
those, you understand, and we could take care of a considerable 
amount of cotton. 

Mr. Howell. Do you buy and sell cotton ? 

Mr. Dial. Oh, no. 

Mr. Howell. Why should not your certificate or warehouse re- 
ceipt be absolutely good anywheres 

Mr. Dial. It has not got the confidence of the banking world. You 
would not lend any money on it; you would write and ask, "How 
much is the capital stock of your warehouse?" I would say, 
" $25,000." " How much cotton have you got stored? " " $200,000." 
Then you would say, " That is out of proportion." It does not take 
much money to build a brick-and-mortar warehouse. 

Mr. Howell. Well, you can not dispose of that cotton? 

Mr. Dial. Not honestly. But suppose I should steal it; or the 
warehouse might take the cotton out, thinking they would replace 
it, and not do it. What I want is to create confidence in the minds 
of the capitalists. 

Mr. Howell. If you sold that cotton, you would find your way 
into the penitentiary. 

Mr. Dial. But that would not give the man back his money. 

Mr. Haugen. What is your idea about Government standards? 

Mr. Dial. I am not interested in them. We only know of a few 
grades. I think anything that will help to steady these things and 
give us a better market would be an advantage. 

Mr. Haugen, Well, but is that of any value? 

Mr. Dial. Yes; I think it is of some value. I am not an expert 
on that. 

Mr. Haugen. Do vou think it can be done? 

Mr. Dial. I think it can be done. Of course, as the gentleman 
said this morning, there is a difference of staple as well as of grade. 

The Chairman. Is there anything further you desire to say? 

Mr. Dial. No. I will say this, that if you gentlemen could devise 
some plan of Government inspection, or some way or other to create 
confideijce in the cotton receipts, "the South would prosper, and they 
could borrow money anywhere on those receipts, I believe. 

The Chaiilman. We are very much obliged to you, Mr. Dial. 

STATEMEirr OF ME. E. J. WATSON, COMMISSIONER OF AGRICTTL- 
TURE OF THE STATE OF SOXJTH CAROLINA AND PRESIDENT OF 
THE SOUTHERN COTTON CONGRESS. 

Mr. Watson. Mr. Chairman, we have here to-day the commis- 
sioners of agriculture of the State of Texas, the acting commis- 
sioner of the State of Georgia, and the commissioner of Alabama, 
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the commissioner of North Carolina, and myself, the commissioner 
of South Carolina, and also representing the Southern Cotton Con- 
gress. 

I do not know that you can hear those gentlemen this morning. 
I doubt if any of them care to present any particular demand. 
They are simply here to give moral support to Mr. Lever's bill. 

To-morrow our Southern Cotton Congress, which is considering 
this entire cotton question in tliis crisis, assembles in Washington in 
the Democratic caucus room of the House; and we are particularly 
anxious and desirous of having every member of the agricultural 
committee of the House attend those sessions if it is possible for them 
to do so. That will take up most of the time of these gentlemen for 
the next few days. 

The Chairman. What time do you meet to-morrow ? 

Mr. Watson. To-morrow morning at 11 o'clock. That congress 
is composed of bankers, textile manufacturers, actual producers of 
cotton factors — in fact everybody connected with the growing, han- 
dling, and marketing of cotton in every way ; and we have come over 
here to thrash out our situation so far as we can see it, and to cooper- 
ate with the Federal Government in what we consider a great national 
question. 

I would like the privilege of going over this standardization mat- 
ter tersely and compactly with this committee, taking the bale of cot- 
ton from the time it is oflPered on the market and carrying it all 
the way through until the European spinner gets it. I have been 
through the whole thing at that end, and I consider this Lever bill 
one of the most vital things affecting cotton. 

I think I am in a position to explain very clearly to every member 

of this committee, irrespective of party, what this thing means to 

the future of American cotton, and I would like the privilege myself, 

^when the committee meets again, of appearing before it briefly for 

that purpose. 

I may say that the commissioners of agriculture who are present 
would be glad to come up on Saturday morning. 

Mr. W. R. Graham. Mr. Chairman, if there is any way to get at 
it I would like to get an expression from the committee of what 
there is in the bill from the farmers' point of view. Now, I have 
read the bill through briefly and it seems to me the bill covers a good 
deal. As I understand the bill, it provides that the banks may re- 
ceive warehouse certificates in making loans; if a man has a ware- 
house certificate he can go to a bank and get money on it. 

I merely want to know if I understand the bill correctly. I have 
prepared a synopsis of the bill as I understand it. I am simply a 
farmer, and am not sure that my understanding of it is correct, and 
I hope during these hearings some member of the committee will 
explain. 

The Chairman. I think the suggestion of Mr. Watson is a good 
one; that we had better adjourn until you gentleman get together 
yourselves, then you can come back and present your views to this 
committee. 

Mr. Watson. The commissioner of Alabama says he can not be 
here Saturday. 

The Chairman. Would Friday night suit you ? 
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Mr. Watson. The sessions of the Southern CSotton Congress will 
run through both Thursday and Friday — unless its business can be 
disposed of in one day. y 

The Chairman. Then I think we had better meet at 2 o'clock this 
afternoon. 

(Thereupon, at 12.40 o'clock p. m., the committee took a recess 
until 2 o'clock p. m.) 

AFTER RECESS. 

The committee reconvened at the expiration of the recess. 

Mr. Watson. With the committee's permission, I would like to 
have you hear the State commissioner of agriculture of the State of 
Texas, Mr. E. E. Kone. 

The Chairman. All right, Mr. Kone, proceed, sir. First, give 
your name to the reporter. 

STATEMENT QF ME. E. E. KONE, COMMISSIONEE OF AGEICTJI- 

TUEE, STATE OF TEXAS. . 

Mr. Kone. Mr. Chairman and gentlemen of the committee, I feel 
proud of this opportunity which is given me to give my views about 
the matters before this committee, which concern us in the South. 

We down South feel that we must have some aid and have it right 
now, and we want you to evolve some plan, and we are willing to help 
you evolve that plan to help us with our cotton crop now. We feel 
unless the Government will give us some "aid right now that the South 
and the whole Nation will stand a loss that will cripple us fcr 10 
years. 

The first gentleman who talked this morning said that it costs $45 
a bale to raise cotton. I believe that one year after another it will 
cost 12^ cents to raise cotton. We haven't any price for our cotton 
now, and unless the Government will come to our aid in this crisis, 
I believe that we are ruined. I do not believe that we will make a 
large crop this year. As far as my State is concerned, the prospects 
are rather flattering right now, but we have the boll weevil with us, 
and the probability is that he may get the best end of the crop. If 
he does our crop is going to be short. 

We have only two ways to fight the boll weevil : One is to plant 
ahead of him and get considerable of the crop before he gets there, 
and the other way is to fight him by cultivation. Now, our rains in 
the spring were so heavy that it threw us very far behind — five weeks 
behind. Our cotton in what is known as the cotton belt has hardly 
commenced to open yet. Down in the Rio Grande belt, of course, we 
are getting some cotton, and we have already picked some, and that 
portion of our State is going to make a pretty fair crop. Our Pan- 
handle country is in fine shape, but a good portion of that is too far 
north to raise cotton, but what cotton we have in that section of the 
State is good, and the boll weevil scarcely ever gets'up there. What 
we want is for this committee and this Congress to give us some re- 
lief right now. In other words, we want the Federal Government 
to evolve a plan by which the small cotton farmer *can be benefited 
and get $40, or 40 per cent, a bale on his cotton. That is what we 
want. I do not believe you would run any risk on earth to let us 
have $50 a bale. 
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As I said a while ago, it is worth 12^ cents a pound to raise cotton, 
to the man who actually does the work. Of course, the laiidlord, who 
farms his land by renters, makes a good deal of money out of cotton 
at 12J cents, but the renter at 12| cents does not make $300 a year. 

Mr. Helgesen. You say the renter does not make $300 a year. 
That is on the basis of how many acres? 

Mr. KoNE. It does not make any diflFerence how many acres he has, 
a renter will not make over $300 a year on cotton at 12^ cents; that is, 
estimating his labor and his expenses and evferything of that sort. 

It may seem strange to you gentlemen, but of course down there 
the cotton planter does not only work from Christmas to Christmas 
himself, but, by the eternals, he works his wife and children from 
Christmas to Christmas. It is a mighty hard life. 

Now, so far as this bill that you have introduced, Mr. Chairman, 
is concerned, the principles of it, in my opinion, are all right. There 
is a little too much of it. It is a little too complicated. That is all 
the objection I have to it — all the criticism that I propose to make. 
I believe that StatQ should establish a warehouse system of her own, 
something after our State bank system, and I think the State ought 
to take care of that end of it, unless the Federal Government comes 
in under your bill and assists us in grading. But I feel this way 
about it, and I am drafting a bill along my own ideas now, to be 
presented to the next meeting of the legislature, and I hope that I 
will be able to pass it. I think that we have educated the people 
up along the line sufficiently to have the bill passed without any 
trouble. 

Mr. Helgesen. But all that is for the future. You are interested 
now in the immediate present. 

Mr. KoNE. Yes, sir. 

Mr. Helgesen. And what is your suggestion now for the present? 

Mr. KoNE. My suggestion now is for this Congress to evolve a 
plan by which they can let the small farmers of the South have from 
$40 to $50 a bale on their cotton. 

Mr. Helgesen. You mean directly out of the Treasury ? 

Mr. KoNE. Well, you must have a system, of course, and make it 
safe. This is an emergency, gentlemen, lil^e the one they had when 
this war broke out. There was quite an emergency ; our people were 
over across the ocean, and you made provision for them. Now make 
provision for the men and women who feed and clothe the world. 

I thank you for your attention. 

Mr. Helgesen. just wait a minute. 

One trouble is you people know more about local conditions in the 
South than this committee does, perhaps, and you come up here with 
two or three or four different proposition's. Now, would it not be 
wise for you people to get together and agree among yourselves, and 
then bring to the committee and to Congress a proposition which 
you think will relieve the situation, which, knowing the conditions 
as you know them in the South, you at least believe would be proper 

and safe. 

Mr. KoNE. That is a very good suggestion, and we are going to 
try to get together to-morrow. We will try to formulate some plan 
that will be presented to you the next day or Saturday. We have 
not had time as yet. 
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Now, SO far as I am concerned, and most of these gentlemen here, 
we got here this morning. We have not had time to consult as j^et. 

The Chairman. Is not this, however, true, that whatever we do 
in making cotton security or collateral, we have first of all to pass 
a grading bill so that when that bale of cotton goes into a warehouse 
its grade may be known? I should think that would be true, because 
that fixes its value. 

Mr. KoNE. Yes, sir. 

The Chairman. That is the first proposition. Now, the second 
proposition is that the bale of cotton graded and its value fixed it 
shall be in a warehouse which shall come iip to the requirements of 
a warehouse, and that fact certified to the Government as a basis of 
credit for the bale of cotton in the warehouse. Are not those two 
propositions fundamental? 

Mr. KoNE. I think so. 

The Chairman. So that anything we do here looking to making 
cotton a basis of credit must have in mind first the grading of the 
cotton, and then, as to the next proposition, the proper warehousing 
of the cotton. Is that true or not ? 

Mr. KoNE. Yes ; it is. I think that the cotton ought to be graded, 
and we ought to know the value of it. T do not agree with the first 
gentleman this morning. I do not believe there are any 100 or 150 
grades of cotton. About 9 grades are about all the grades there are. 

The point is this: If the man who buys the cotton knows where 
to place the cotton, there is but very little difference in cotton any- 
where. Certain mills use certain cotton, and certain other mills need 
different cotton. If you force a man to buy all grades of cotton, and 
anything that he does not need, of course he is going to get it down 
just as far as he can; but if the cotton is properly graded and the 
man knows where he can get what he wants 

The Chairman. To put his hand on the cotton? 

Mr. KoNE. To put his hand on the cotton, then there is not any 
great deal of difference in the value of cotton. 

Now, I think that the Federal Government has made a wonderful 
mistake with farmers. It has helped him a great deal in making a 
greater yield, but it has not given him one iota of assistance in the 
marketing of the crop — not a bit. 

The Chairman. I think it is fair to say. Colonel, that we are 
starting on that system of trying to help him market his crop. 

Mr. KoNE. That is what I believe you will do. I do not think it 
was willfully or maliciously or intentionally done, but the report of 
the Federal Government as to what the people of the United States 
were raising was absolutely a mistake without giving to the people 
of the United States what the world needed. 

Mr. Haugen. Have you in mind any amendment to the currency 
law making it easier to get money on cotton ? Was that one of your 
ideas ? 

Mr. KoNE. Well, I have not got that plan worked out in my own 
mind, but I think we have men here who have. 

The Chairman. Is there anything further, gentlemen? If not, 
we are very much obliged. Colonel. 

Mr. Watson. Next will be Mr. Graham, the commissioner of ag- 
riculture of the State of North Carolina. 
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STATEMENT OF ME. W. A. GBAHAM, COMMISSIONER OF AOBICUL- 
TUEE, STATE OF NOETH CAEOIINA, EALEIGH, N. C. 

Mr. Graham. The matter, Mr. Chairman and gentlemen, that you 
have before you, while it is very important to us individually, it is 
very important to the Government that the farmer should get a 
good price for his cotton. Heretofore the balance of trade as be- 
tween this country and Europe has worked in our favor because we 
have our cotton crop to help us out along that line. Well, now, we 
are getting along wnere we were 25 years ago. We are getting the 
help of the subtreasury, and what we said was the matter with the 
country was true, and it has been shown that the farmer was right 
We then made our suggestions as to a plan by which he should be 
relieved, and that plan is getting now to be recognized. That is, we 
thought that the property which called for an increase of the cur- 
rency should be made the basis for which the currency should be 
increased. Now, you know that we go along in a business way with 
a certain amount of money, but suddenly we come in with our crop 
of wheat, cotton, and corn, and we simply have the same amount 
of money on hand to take up and dispose of our crop that was 
necessary to take care of the normal business of the country. 
That being so, then the price of our product goes down and it re- 
quires more money to move it, and the United States Government is 
the only agency that can furnish this money. Every panic we have 
ever had has been relieved by an issue of United States money. 
Take after the Revolutionary War, when Hamilton established the 
United States Bank, anji in 1814, when Madison brought up the 
United States Bank; then in the panic of 1875-1877 — every one of 
those has been relieved by an issue of United States notes. Now 
we say, Why not issue these notes when there is no panic if you are 
going to issue notes when we have a panic to correct it? Why not 
issue money now before the panic comes and ward oflf the panic? 
That is a plain, simple proposition, and I think you all can see the 
justice and feasibility of it. 

The warehouse system as proposed in South Carolina is what 
North Carolina established years ago to take care of her tobacco 
crop. From 1877 to 1905, when the warehouse system was estab- 
lished, whenever a man went down to the market where the ships 
came in, if the ship was there he could dispose of his tobacco at a 
good price, but if there was no ship there he had to take what he 
could get for his tobacco. They authorized the then county courts 
(which now would be the county commissioners) to erect, either to 
build or erect, warehouses, and then they appointed an inspector 
who inspected this tobacco. He had to give a bond to the State for 
the performance of his duties, and take an oath to properly fulfill 
his office. Then when a man went down there and there was no ship 
there, he simply deposited his tobacco and got his receipt, and then 
he could carry that back two or three hundred miles in the country, 
and it passed current around the country. 

That is exactly what we ask here now. The tobacco was the means 
of increasing the currency to move the tobacco, and that is what we 
ask along this line now. 

Now, about the Government warehouse ; I do not know but that 
the State is better, because laws along the lines you are passing here 
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will never apply to us. Congress passing a law here will not apply 
to North Carolina until North Carolina passes legislation to take 
advantage of that law. That does not apply in our State until we 
adopt it. And so it is along these lines. 

Now, take your standards. Now, I live in the country, and we do 
not export goods. I can start out in the morning and have a choice 
of ^5 cotton mills to which I can sell my cotton and come back at 
night, and I will not go over 35 or 36 miles. So that along that line 
we have our home market. Nevertheless, our home market is con- 
trolled by the market abroad. Our cotton-mill men go along on that 
line. Well, then, we have got to have the standards. I think it is 
ridiculous the way the cotton has been graded. For 300 years the 
real value of the cotton has never entered into the question of stand- 
ards, but the color of the cotton and the amount of trash in it has 
governed. 

When I saw that the Secretary of Agriculture had established nine-, 
grades of cotton, I asked what the length of staple and tensile 
strength had to do with the grading, and I was told that they were- 
not factors. We all know that the value is in the length of staple- 
and tensile strength. Millers do not care what the color is if there is: 
the proper length of staple and tensile strength. That is what really 
fixes the value of the cotton. I do think in the making of these 
standards those things ought to be brought into consideration. 

Mr. Haugen. Do they not take that into consideration now ? 

Mr. Graham. I think so, sir. 

Mr. Haugen. That was taken into consideration in fixing the nine 
standards, was it not? 

Mr. Graham. Yes, sir; I think so. Cotton below a certain length 
should be a certain standard, and above a certain length another 
standard. Now, why you want more than nine grades, I do not see. 
I have been in a great many mills, and you do not see low middling, 
strict middling, and so on. Any mill will spin any one of those two 
or three different grades. If that is so, why do you want the differ- 
ent grades ? What necessity is there for it ? 

I have been raising cotton for 50 years, and I want to confess my 
ignorance about being able to determine the length of staple and so 
forth, and when we were getting ready for our farmers' institute thia 
year I wrote to Washington to please let me have some one to send 
along to our folks who could explain that, and they did not have 
anybody to send me. That is what happened along those lines. I 
asked the professor of the agricultural college — our institute and the 
college work together a good deal — to come over and give us a talk. 
I asked him to make a talk there on the marketing of cotton. He 
brought in something about the linters, but he really did not under- 
stand, and I will confess my ignorance right here, and I have been 
raising cotton for 50 years and do not know what effect it has on the 
value of it. The time has come when that should be done. They are 
doing all they can in the department trying to find that out now. 
But the department has just recently been awakened along that line. 
You can see the importance of havmg a grade established. If you 
establish it here, it applies to the entire trade. 

Mr. Chairman, you will recollect that I wrote you that your bill, 
while it authorized the Secretary of Agriculture to establish certain 
grades, did not legalize those grades and say they should control 
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where disputes arise. We would have to have that. We would have 
to have in our State, if there is a dispute, a provision that the grades 
as established by the United States Department of Agriculture shall 
prevail, just like they do in the pure- food law. We have the United 
States pure-food law in our State. 

'• I think if the cotton grades are brought up to what they ought to 
be the farmer is going to get several million dollars more for his 
cotton. 

NoWj when you bring in a qargo of mules to our country a man 
does not sit down and say, " These mules cost me so much ; tliat is an 
average of so and so and so — we will say of^ $250 — ^therefore I will 
sell them at $250 apiece," but he gets each mule out ^nd sells it upon 
its own character and its own qualifications. Exactly that same 
thing ought to be done with cotton. 

Then, Mr. Chairman, I think the final result is going to be that 
the cotton will be graded and weighed by an inspector at the gin- 
house when it is baled and marked, and that will be the end oi it, 
because the staple can not shorten, because if you take a sample to-day 
and go to handling it around you tear it to pieces ; but if it goes to a 
cotton gin, and an expert, qualified inspector finds it is of such a 
length of staple and such a tensile strength, and it is of such and 
such a class, and it is not handled any more, it will remain that way. 

And this talk about a large number of inspectors. When we had 
the revenue law here we had a great many revenue officers, but you 
did not have to have one at every stillhouse, but he went around 
from one place to another. Certainly one man could attend to a 
county, and sometimes to two counties. He could not be there every 
day, but he would have certain days when he would be at certain 
towns, when the cotton would be graded and marked, and then it is 
ready to be marketed, and that is the end of it, because it is actually 
weighed on that day under exactly the same circumstances that it is 
weighed anywhere else. Of course, he would have to make allowance 
for damages, that i^ true ; but that, I think, will be the solution of it, 
sir. How he will pay those men I do not know. 

I am going to send out eight expert cotton men to take a census of 
our counties. That will be done along that line. One of those men 
will report for the ginners. But this is where the standard grades 
will help us. I say the cotton is of such and such a grade and they 
say it is not. Now, then, if we have a standard which is made by 
law, we can just take that down and refer to it. You can see the 
necessity for that. That ends all disputes, and that will satisfy us; 
and then, when the State adopts that standard, that will settle all 
matters between us and our ginners around there. 

I am not going into certain matters that we in our association of 
commissioners have taken up. We have taken up several matters which 
we would like to bring before you. One is the bagging and tying 
question. I do not want to go into that this evening. But I say we 
are losing $10,000,000 or $12,000,000 every year, and the only way to 
settle that is to have an association of planters, spinners, and ginners, 
€tc. The other fellows do not have all this fuss about raising cotton. 

Mr. Helgesen. You started out by suggesting an increase in the 
amount of currency in order to help the banks help the farmer 
market his product. Through what channel do you expect the small 
farmer to get this currency? 
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Mr. Graham. Under this present revenue bill, does it not allow a 
man to deposit his cotton receipt in a warehouse and borrow on it? 
And then, if the bank has not got the money, can they not notify the 
Treasurer of the United States, through this Reserve Board, and get 
the money ? 

Mr. Helgesen. Yes, sir. I am asking you this question, because 
all this testimony, as I understand, or the bulk of it, refers to legis- 
lation and very little of it refers to legislation for the present, and 
you do not agree among yourselves upon either what is to be done 
lor the future or the present. We are interested in getting a prac- 
tical plan. 

Mr. Graham. The only relief, as we in the South view it, is 
through an increased currency. 

Mr. Helgesen. Well, but there seems now to be a way of getting 
that. 

Mr. Graham. It has come through our old subtreasury plan that 
we suggested years ago for getting the money out of the United 
States Government. 

Mr. Helgesen.. And have the Government pay directly out of the 
Treasury to the farmer? 

Mr. Graham. Oh, no. Your bill reaches that — ^this present cur- 
rency bill. I think that can be amended so as to care for that very 
well, sir. We do not want this way of sending money down directly 
to every little bank, but we want it so that the little bank can get 
the money without going out and paying a high rate of interest on 
it, so that before it gets there you have this high rate of interest 
on it. 

That is another thing about this currency bill. If the bill is 
along the lines of Senator Fall's speech, you ought not to charge these 
banks a high rate of interest. If you are going to do that, you 
should limit them to 4 per cent. If you are going to give them the 
money free, you ought to limit what they are going to charge us 
for it. That is an honest proposition, and I want to call your atten- 
tion to matters along that line. We do not want the middlemen to 
reap all the benefit of it. We want it to get back to the man who 
raises the cotton and who needs the money at that time. I think, 
as I said, the great object is now to head oflP the panic, to avoid a 
panic. After the panic comes you will issue the currency. Now, 
come out with the money and let ug put this panic off. We have this 
cotton to sell, and our people have to have money, and they have to 
live on what they get from it. We have an increase of property here, 
consequently we have to have more money to handle it. That really 
is the whole thing in a nutshell. How can we have elastic currency, 
so as to meet the demands? 

Mr. Haugen. The present law provides for that. 

Mr. Graham. Yes, sir. 

Mr. Haugen. The present law provides for the elastic currency. 

Mr. Graham. Yes, sir. 

Mr. Haugen. I understand $500,000,000 has been issued. 

The Chairman. Is there anything further, gentlemen? 

Mr. Graham. We old hayseeds feel pretty proud of what we said 
25 years ago. You called us fools then, but that was just exactly 
what was the matter with the country — ^just exactly what j^ou are 
proposing now for relief. 
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Mr. Helgesen. Do you not think it would be a good thing for you 
people to get together and come before this committed with a concrete 
proposition, so that you will have something definite to place be- 
fore us? 

Mr. Graham. We commissioners will have a meeting this evening, 
when we will try to work out some plan. 

Mr. Haugen. You are all agreed upon the standardization of 
cotton ? 

Mr. Graham. Yes, sir; I think so; but the value of the cotton 
should be based upon the length of staple and tensile strength. Then 
the next is licensed and bonded warehouses. 

Mr. Watson. Mr. Chairman, I expected the commissioner of Ala- 
bama and the commissioner of Georgia would have been here this 
afternoon, but they have not arrived yet, so if there is no objection 
I will have something to say myself. 

Before I do that, however, Mr. Commissioner Kone suggests that 
we hear Mr. St. Clair. I believe he is from the State of Texas. 

The Chairman. We would be very glad to hear him. 

STATEMENT OF ME. CHARLES ST. CLAIB, OF TEXAS. 

Mr. St. Clair. Mr. Chairman and gentlemen, I have the honor to 
be the president and general manager of a corporation doing busi- 
ness under the laws of the State of Texas and located at Galveston, 
and we have been theorizing for a great many years, and we tried 
to bring our theories down to some concrete plan and work them out, 
and I can tell you something this afternoon of the difficulties and the 
successes that we have met with. 

Mr. Helgesen. What is the business of this corporation ? 

Mr. St. Clair. We are a corporation of cotton planters, ginners, 
merchants, and country bankers located in the State of Texas who 
have combined together to find a suitable way in which to handle and 
market the cotton that is raised in the State of Texas. 

We have a corporation of some 1,200 to 1,300 members. They 
subscribed, in the first place, for capital, and through the corpo- 
ration they are marketing and handling not all of their cotton (it is 
not compulsory that they should handle any), but they have for the 
past year been handling a good deal of their cotton through the 
corporation with results very satisfactory to themselves. 

Now, we went on this plan, that there are two requisites to the 
satisfactory handling of cotton, and those are, first, that you must 
provide a safe and secure place in which to store that cotton when 
you are holding it from the market, and then you must offer it at 
such times as there are buyers for the cotton. In other words, when 
there is a demand for the class of cotton that is being offered. 

The difficulties that you gentlemen will have to face are a great 
many. We have had to face them in a small degree, but you are up 
against a very difficult proposition. The vested interests in the 
Southern States, the middlemen and the speculators, who, through 
the turns and crooks through which cotton passes, are making con- 
siderable fortunes every year, are naturally going to put every im- 
pediment in the way of working out any plan of standardization or 
of grading. In other words, they do not want the emoluments of 
manipulation from year to year to pass out of their hands. 
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Now, to get down to the actual proposition before the committee, 
in the standardization of cotton we want to find out what is exactly 
the spinable difference in the grades of cotton. Now, you take in 
the State of Texas, we are and have been up against the real thing. 
You take basis middling cotton that was worth 13 cents a pound, 
and you take basis low ordinary cotton as only worth G^ cents, 
market to market quotations, and you have a very wide range of 
price, and as factors, or as men who are in the habit of receiving cot- 
ton and storing cotton for the farmer and advancing money at a low 
rate of interest, when those differences are so wide as they are at the 
present time, we are up against it as a proposition, and the cotton 
men are up against it to know just exactly what amount to safely 
loan on that cotton. 

And the other difficulty that this committee or any committee 
formulating any bill or the working out of any plan will be up 
against, will be the fixing of the differences between the grades. 

Now, you take as a concrete illustration : A man who starts to bale 
cotton and classes it, we will say, as middling cotton, considers just 
two things — the color and the absence or freedom of foreign matter 
in the cotton. He pays very little attention to the tensile strength or 
the length of the staple. In our corporation we find it pays us, in 
order to get the best results out of our cotton, to send right across 
to Liverpool and get a man who is actually pulling the staple and 
delivering it to the Manchester cotton mills to come over here. We 
can pay his expenses over here, we can pay him a good salary, be- 
cause we can get out of the cotton something that the market quota- 
tions never reveal. 

Now, the man who sets to work to put a standard or a price or a 
value upon a bale of cotton is a man that can to-day, with the vested 
interests, command a very large salary, and in working out these 
principles of standards you will have to get men who are thoroughly 
capable and able to put that proper value on the cotton. 

We will take the methods that we adopted in the State of Texas. 
A farmer, in selling his cotton, brings it down to the market. There 
is no market ; there is no value for cotton — that is, no real value for 
cotton. The farmer ships down, we will say, 30 bales to us. He wants 
to sell it to the very best advantage, in order to get the most money 
out of it. We take samples from the 30 bales, and we spread them 
on the table,, and we invite buyers to come in and look at those 30 
bales and pay us a price for that cotton. 

Now, the buyer, who represents some exporter, will probably find 
that in the 30 bales are 10 or 11 bales of desirable cotton, cotton that 
he knows where to place at a very good price, which is knowledge 
unknown to the cotton factor and to the man who actually owns the 
cotton. He simply says, " I will give you 9 cents a pound for that 
cotton," or approximately $45 a bale. He knows right there that he 
can place, we will say, 11 bales of that cotton at 15 cents or 16 cents 
a pound. He takes the residue of the 30 bales and puts it aside, buys 
other cotton and reassembles and regrades it until he has a desirable 
grade of cotton, even running grades, that he can ship to the various 
interests with large profits to himself out of it. That is where the 
real money is made in the handling of cotton. It is not so much in 
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getting the price basis by way of middling, and so forth, revealed in 
the market quotations of the world, as it is in his expert knowledge 
of knowing where to place that individual bale of cotton. He says, 
" I have a bale of cotton here," and he pulls it and says, " I know that 
bale will go to a certain mill in Manchester," and although you might 
have graded that bale as middling cotton and worth 13 cents a 
pound, we will say, in Galveston, and with natural expenses could be 
sold at a profit at 15 cents or 14.75 cents in Manchester, he says, 
" There is a certain mill that will give me a large premium for that 
bale of cotton," and in consequence of his expert knowledge he is 
able to take that and make money out of it. 

Mr. Helgesen. You can never correct that by legislation, can y5u? 

Mr. St. Clair. You can not correct that by legislation except in 
this way ; that in the employment of men who do standardize cotton, 
they ought to be paid salaries sufficient for the knowledge they have 
obtained through experience, to actually get down to the real factors 
of the value of that cotton. 

Mr. Helgesen. But you were saying this advantage did not lie so 
much in knowing the value of the cotton as it does in knowing where 
to place that particular bale, and, of course, no man could know that 
except some one who is in touch with the trade. 

Mr. St. Clair. That may be true, but, on the other hand, the fact 
is we know certain districts and certain mills require certain classes 
of cotton, irrespective of color or of grade, so far as freedom from 
foreign matter is concerned. 

But what I want to impress upon the committee is the absolute 
necessity of fixing the spinable diflferences in the grades of cotton, 
also to go back to the emergency matter before us, and we are up 
against it in the State of Texas^ and that is this, that we have actual 
cotton opening and which is being presented to us for handling, and 
we do not know how to handle it, and we must have some relief 
immediately. We must take the warehouses that we have available 
and put them in such shape that people storing cotton in the ware- 
houses that now actually exist can have a form of receipt issued for 
that cotton upon which anyone can safely loan money, and, of course, 
the form of receipt that I advocate and that we as a corporation 
advocate, is this, which is a per bale receipt — one receipt for each 
bale of cotton, which desi^ates actually the condition of that cotton, 
so that when that cotton is offered for sale there is no need for sub- 
stitution or alteration, and you have an original document ; in other 
words, to make the collateral as unimpeachable as possible. 

I have talked this matter over with bankers in the North and in 
the South ; and long before this matter came up they said, " I want 
you to present me a form of receipt which in itself is a good col- 
lateral, collateral that can not be impeached, so that we will not have 
to pay any attention to the person issuing the receipt. In other 
words, gentlemen, the money that has been advanced on cotton by 
the bankers who have loaned money on the cotton in the South, has 
not been loaned so much on the cotton itself as upon the responsi- 
bility and the integrity of the man actually borrowing the money; 
and we must get down to an actual basis where the cotton will in 
itself be good and sufficient collateral for the money borrowed 
upon it. 
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The Chairman. How would you work tKat out, Mr. St. Clair ? 

Mr. St. Clair. We have put it to a practical test and have found 
that the bankers of our State are willing to accept our receipts, be- 
cause we have stated in our receipt that a certain bale of cotton bears 
certain marks, it is of a certain grade that we ourselves have put 
upon it, in' the absence of any other outside agency, and the weight ; 
and the receipt itself bears on the face of it the maximum charge 
that bale is subject to from the date of the issuance of the receipt. 

Mr. Anderson. The maximum charge for what? You say it bears 
on its face the maximum charge. What do you mean by that? 

Mr. St. Clair. Well, for storage, for insurance, and for the hand- 
ling of the cotton. We as a corporation guarantee the insurance for 
the full market value of the bale of cotton. 

You must remember, gentlemen, that we are simply a unit. Al- 
though we are a corporation, we are simply an individual, and we 
had to adopt plans and reduce them to a workable basis, and in our 
endeavor to arrive at some perfect plan we have evolved from the 
old system something that would be satisfactory to the people ship- 
ping this cotton and at the same time satisfactory to the banks pro- 
posing to loan us money, or loan our members money, on these re- 
ceipts ; and we have had facilities for handling quite a large quantity 
of cotton ; and I can present to you telegrams that I have received 
since I have been here from people from all over the State of Texas, 
in which they propose to send cotton to us provided we can fall in 
line and give tnem some idea as to what amount of money, in per- 
centage, can be loaned on those receipts. In other words, as to the 
cotton itself, that we would put it in a safe and secure place, where 
the bale will not be subject to depreciation due to the exposure of the 
bale to the weather, and at the same time they want to know ap- 
proximately what that bale of cotton is going to cost them for the 
storing and handling of it. 

You can get practical men together and evolve some system that 
will meet the emergency and that will probably have to be changed 
as conditions change, but at the present time I believe that with the 
facilities already existant in the State of Texas we can care for a 
good deal of the surplus stock of cotton in Texas in the way I have 
suggested. 

If any members of the committee want to see documents that we 
are in the habit of using I have some at the hotel, and I will be very 
glad to answer any question or to give you the result of our exper- 
iences as a corporation, and my own as an individual, so that we can 
arrive at some concrete, workable plan, by which the South can be 
relieved of the present situation. 

Mr. Helgesen. Let me see if we understand what you mean by 
what you call the vested interests. Will you explain what that is? 

Mr. St. Clair. I mean this^and I expect you know exactly what 
I mean before I express myself — that every man who has the means, 
or who has money invested in the transaction of any business, with 
his plans laid, as soon as any new plan is put into operation that will 
cost him a personal loss or personal inconvenience, is not going to 
care a bit for the rest of the world, but he is going to fight it tooth 
and toenail. That, gentlemen, is what I mean by vested interests. 

The Chairman. Is there anything further, gentlemen? If not, 
Mr. St. Clair, that is all. We are very much obliged to you. 
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Mr. Watson. Mr. Hughes, of Georgia, has come in. He is the as- 
sistant commissioner of the State of Georgia. 

Mr. Hughes. Mr. Chairman, I believe I have nothing to say right 
now. I am trying to learn and would rather not say anything. 

STATEMENT OF MR. E. J. WATSON, COMMISSIONER OF AGRICUIr 
TURE, STATE OF SOUTH CAROLINA, PRESIDENT SOXITHEEIT 
COTTON CONGRESS. 

Mr. Watson. Gentlemen, in coming here at this time we only come 
here because of the war ; we only come here because, for the first time 
since the Civil War in this country, cotton has not been able to take 
care of itself. 

We regard cotton as America's greatest asset, and not merely as a 
southern proposition. If you will I006 at the map you will see, now 
that California is coming in, that all of the lower half of the United 
States is engaged in the production of cotton. 

Cotton is absolutely the only indestructible product of the soil. 
Cotton has always been classed as a commodity, and the trouble that 
brings us here now is the very fact that cotton is as yet classed as a 
commodity, whereas, as a matter of fact, cotton is more of a security 
than a commodity. What I mean to say by that is that cotton can 
be harvested to-day, ginned, baled and properly put away, and 50 
years from now, whatever the market may be at that time, that cotton 
is just as valuable as it is to-day. There is absolutely nothing in the 
world with which you can do that except cotton. A few days ago I 
saw a bale of cotton which was put up 52 years ago, and just before 
this recent war broke out was put on the market perfect in staple, 
perfect in color, perfect in tensile strength, and sold for 15 cents per 
pound. 

Now, with cotton in that condition, we believe that it is, as I said, 
the Nation's greatest asset. Why ? Because it is the only thing we 
can send every year from the United States Government into the 
markets abroad and bring back a stream of gold, upon which Ameri- 
can finance is based. We all know that it is a fact that that com- 
modity, that security, is jeopardized because the South, with her bank- 
ing system, and on account of the interregnum between the banking 
systems of the Nation, is absolutely unable to take care of that assets 
and it is liable to be sacrificed, and if it is sacrified that means, gen- 
tlemen, that our balance of trade by spring will be absolutely gone, 
and that $600,000,000 that comes across the ocean will not be coming, 
and that you are going to be swamped in war taxes. 

Mr. Anderson. Is it your expectation that there will be no expor- 
tation of cotton ? 

Mr. Watson. Any exportation ? 

Mr. Anderson. Yes. 

Mr. Watson. No, sir ; not by a good deal. 

Mr. Anderson. What is the normal export now ? 

Mr. Watson. The bulk of the crop is exported — about 65 per cent. 

Mr. Anderson. How much would that probably be decreased, if 
you could estimate? 

Mr. Watson. I suppose it could be decreased at least 3,000,000 
bales before you can catch up in any way, shape, or form. 
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Now, gentlemen, we have not come up here trying to beg the 
Federal Government. We believe that anything that is a basis in this 
country for maintaining the balance of trade in favor of this coun- 
try, such as wheat or cotton, is something the Government, through 
its national banking system, ought to do in a business way to 
protect, in order to protect the man back on the farm. We believe 
that anything now that may be done short of reaching the farmer, 
back through the small bank and taking care of the man who is going 
to be forced to try to pay his debts or to have his property foreclosed 
in the fall, will tail in its purpose. Heretofore, whenever we have 
been in trouble with cotton, like 1911, for instance, we have been able 
to take care of it by artificial means. JThere has never been the 
necessity and there has never been an experience just exactly like 
this we face now. 

I have been in Washington since Sunday morning early. I think 
I violate no confidence when I say I have been in consultation with 
the Secretary of the Treasury, the Comptroller of the Currencyj the 
members of the regional board, and members of the Finance Com- 
mittee of each House, and a number of Members of the Senate and 
the House, and that they are working hard to try to get something 
that can be presented to Congress that will be a business-like method 
of saving this national asset. I think the scheme that will be finally 
evolved will be one that will meet the approbation of the entire 
Nation. Whatever you do, however, must go back to the beginning. 
We must go back, and whatever is done must be done either through 
the regional bank system or under the Vreeland-Aldrich bill, which, 
after proper amendment, must be passed, as your chairman properly 
said a few moments ago, way back to where that bale of cotton is 
offered for sale in the local market. Under present conditions we 
simply take our cotton — ^in the first place, with the average farmer 
anything that grows on a bush and is white is cotton. That is all he 
knows about it; all he^has ever been taught to know. Probably it is 
the fault of the United States Government ; probably it is the fault 
of the State government — I do not know — but it is a fact that he does 
not know what cotton is except that it is something white on a plant. 
With the farmer in that condition, he takes his cotton to the cotton 
buyer in his town. That cotton buyer is out for business and profits. 
That cotton buyer, ninety-nine times out of a hundred, will under- 
grade that cotton so that he himself has not only a safe margin, but 
a nice margin of profit when he turns it over to the next man. Mr. 
Lever's bill, as I take it, makes it possible for you to require that local 
buyer to be a man licensed by the Federal Government, and under 
penalties to the Federal Government if he is dishonest or if he 
misgrades that cotton one iota. 

Mr. Anderson. I do not think that is correct. 

Mr. Haugen. Not the buyer, but the classer. 

Mr. Watson. It may not be there, but it ought to go there. It 
ought to go down to the small buyer and make him a responsible 
man, because most of that cotton is destined for export. It is not 
only an interstate proposition but it is an international proposition, 
and no certification that an independent warehouse or a State ware- 
house could give it would have any more standing in the markets of 
Europe than if you or I or any individual should sit down here and 
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draw up a certificate for him. Therefore, at the very beginning that 
cotton should start out for exactly what it is. 

Now, gentlemen, I do not say that idly. I spent nearly a year in 
the European mills. I have talked and worked with over 250 Euro- 
pean manufacturers, and I have had them tell me if anybody in 
America could guarantee the quality of the cotton so that if a man 
wanted 28 millimeters in length thev could assure him that he could 
get 100 bales of cotton exactly of that length of staple and the 
tensile strength required, they preferred to deal directly with the 
farmer. 

Mr. Haugen. You know on that proposition you must have your 
grades based upon what my friend over here calls the spinable value. 

Mr. Watson. Yes. 

Mr. Haugen. As I understand it, the present grades are based on 
color and length of staple, but do not take into consideration the 
spinable value or textile strength or anything like that. 

Mr. Watson. The very fact that it never has done that, the very 
fact that the mills wanted cotton graded on the spinable value, is 
what brought about the organization of the Bremen Cotton Ex- 
change and the establishment of their sorting warehouse. They 
could get an honest cotton and know what they were buying. The 
fact that theretofore they could not get it led to the establishment of 
the Bremen Cotton Exchange and the Bremen sorting warehouse, 
where that cotton is put through tests day after day as to tensile 
strength, length of staple, and every other requirement necessary in 
making up the spinable qualities. 

I am frank to tell you the European mill pays mighty little atten- 
tion to the color. I have with my own eyes seen cotton buyers down 
in South Carolina, who did not know any more about cotton than a 
bellboy at the hotel here in Washington, who would knock off two 
or three grades because, perchance, some man had spit some tobacco 
juice on the side of the bale when it was on the way to market. 1 
nave had some men tell me, in buying long-staple cotton, that unless 
they could see a margin of 4 cents and sometimes 5 cents a pound on 
the transaction for themselves they did not care to handle it. 

Now, gentlemen, if, therefore, we are going to reestablish the 
quality that goes into the markets of the world and make it a stand- 
ard grade, we have got to come to a standardization, come to an 
intelligent standardization that will be uniform throughout the 
United States. Some one might raise the point, which is very likely, 
that the Texas cotton, or the North Carolina cotton, or the Alabama 
cotton, or the Oklahoma cotton is different in certain characteristics. 
That is absolutely true, gentlemen, but it is an easy matter to take 
your standard grades and apply them to each State and mark your 
bale "North Carolina," "South Carolina," "Georgia," "Texas," 
" Oklahoma," or whatever it may be, and the people on the other side 
will take care of that part of it. It will make no difference there. 

Kow, that is the situation over there. 'We have got to start back 
to where Mr. Lever is moving with this bill right now. 

Another thing: If you let the New York Cotton Exchange and 
the New Orleans Cotton Exchange reopen right now, and the Smith- 
Lever futures bill not be in effect, and these standards not be in 
effect, you will have an upheaval in the cotton markets, gentlemen^ 
that will drive the cotton, in spite of anything you can do by ma- 
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nipulation, down to possibly 4 cents or 5 cents; and when you once 
get it there it is going to be the very mischief to get it back. One sug- 
gestion that I would make is that when you pass this bill (as early 
as you can) you fix it so that it will become eflfective immediately 
upon its passage, with a proviso that any contracts existing on* the 
day of the closing of the exchanges would not be aflfected by it. 

Now, we are up here to-morrow to try to do what we can to look 
after the formulation of the next logical step. If we are going to 
make cotton a basis of security, a basis of credit, convert the com- 
modity into security, since the cotton itself can not be put in bank, 
we have got to put it there on some kind of paper that will be nego- 
tiable. There is nothing in the currency laws now that will enable 
that very thing to be done, so far as I know. Therefore we have got 
to store cotton in a safe place, with ample fire protection, with ample 
and proper insurance, and in warehouses that will be standard and 
under control. 

Now, we expect to-morrow to launch a movement at the meeting of 
the Southern Cotton Congress, while this thing is pinching us, to try 
to undertake the building throughout the South almost immediately 
of suflScient warehouses to take care of any future situation that 
might arise. We can not build warehouses, however, quickly enough 
to take care of this situation right now. We are making a census 
now of all of the warehousing space in the South, and all we can 
hope to do is to take what existing warehouses we have and start 
with them and organize them, and get the textile plants to turn over 
to these warehouse companies already organized their warehouse 
room, to use that, and, if we have to, use temporary warehouses, pay 
the extra insurance that will be required, and rush those up in a 
hurry. The fact remains, therefore, that this year we have to take 
care of 3,000,000 bales, and we can not build warehouses fast 
enough. I understood Mr. Lever to say that he is introducing a 
Rational warehouse measure, which will.be a far better plan than any 
independent or State undertaking that can possibly be done. If you 
do no more, gentlemen, than to throw the cloak of the Federal Gfov- 
ernment around those warehouses so as to give them standing in the 
markets of the world, you will have done a world of good to the 
southern farmers. 

Mr. Anderson. Has anything ever been done toward establishing 
a uniform receipt in the South — uniform warehouse receipt? 

Mr. Watson. No. The best receipt I have seen, sir, is the receipt 
which I will show you here. This comes nearer to being an ideal 
warehouse receipt, with insurance certificate attached, than anything 
I have ever found, and that receipt has been taken in New York and 
in Boston and elsewhere by bankers without any question whatever. 

Mr. Anderson. Do you not think that some legislation would need 
to be adopted requiring some uniform receipt if you are going to get 
anywhere on this proposition? 

Mr. Watson. Oh, absolutely. There should be Federal control, 
and the receipt should be absolutely uniform. The receipt which 
I have shown you is a workable proposition, and is as good as any 
I have seen anywhere. 

Now, gentlemen, we have the warehouse proposition in hand, and 
that looks partially into the future. We have got the next logical step. 
The main thing now, however, is what are we going to do right 
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now? I think I have tried to show you here that we can not care 
for the situation, and that we are not begging for ourselves alone, 
but we are begging on behalf of the whole Nation. We are not ask- 
hig.you for cotton valuation. I do not want the United States Gov- 
ernment to undertake to fix any amount, so much per bale, to be 
given. I do not want to see you violate the United States law one 
iota. I want to see you send sufficient money, in a legal way, down 
into the South, to take care of the situation until conditions readjust 
themselves, and then withdraw that, and do it as quickly as you can. 
The banks in the South are not in the shape that the oanks in the North 
are. We are, under both currency acts, as they stand right now, not 
in a position to avail ourselves of the funds that are available through 
the Secretary of the Treasury, under the Vreeland-Aldrich Act. We 
are not in a position to get that. A great many of our banks are not 
even in position right at this moment to come in under the regional 
bank provision. Now, that simply means that something must be 
done there for the time being to get that in hand. 

The general proposition that I was authorized by some of these 
gentlemen to present to you, inasmuch as you are discussing what 
ought to be done, I was asked by some of the gentlemen that we have 
been in conference with to-day to state to you in this way : 

The Federal Reserve Board should organize at once and, as soon 
as organized, announce that the regional banks located at Richmond, 
Atlanta, Dallas, and St. Louis will be required to discount for mem- 
ber banks paper secured by cotton properly warehoused and insured, 
and that such paper shall be subject to renewal from time to time 
until the European demand for cotton is revived ; that the Secretary 
of the Treasury can deposit some form of bank note with the regional 
banks and take as security for said deposits this paper secured by 
cotton. 

If some such plan is adopted at once by the Government it is ex- 
ceedingly probable that it will, to a great extent, counteract the effeot 
of suspended exports which are now confronting us, and when the 
world's markets are reopened for cotton the cotton thus financed can 
be sold at remunerative prices and the paper secured by it retired. 

Now, gentlemen, that would call for certain action by Congress. 

Mr. Anderson. This committee would have no jurisdiction to re- 
port a bill amending the Federal reserve act. 

Mr. Watson. I understand that, and I only mention this because 
you gentlemen have been asking the question to-day as to what could 
be done, and I thought I would give you that general idea of what 
most of us think is the only thing that can be done. We do not want 
to ask the Federal Government to just put out so much money to 
be loaned in an irresponsible way to anybody that may come for it. 
We do not want that. 

Now, gentlemen, if that can be done, you can get your measure 
adopted that will begin to restore confidence in the cotton markets 
of the world, I believe the war will have been a good thing for us 
American people. I hear it said that conditions are going to pass 
away entirely; that exports are going to be reopened. There seems 
to be no doubt that if England is able to do it she is going to try to 
remain the mistress of the seas. If she is, everybody knows that 
England is going to try to keep the sea open, and that she is going 
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to try to move American cotton, if she has got to do it with war- 
ships to guard it, to keep her spinning mills running. 

So far as Germany is concerned, she is closed absolutely, and the 
Austrian mills have closed, and the Belgian mills have closed, and 
the Bohemian mills have closed, and the French mills will very 
likely be closed and remain closed indefinitely. 

Mr. Anderson. Have you any statistics showing the approximate 
amount of cotton that was taken by each one of those countries? 

Mr. Watson. They were given by my friend yesterday. The bulk 
of it goes to England. Japan may take a little more this year. On 
the other hand, a ^eat many people say now is the golden oppor- 
tunity for the textile industry of this country. We must not forget 
the textile industry. The textile industry is in just as fcad a fix in 
New England as the cotton industry in the Carolinas. So it is the 
golden opportunity for us to go in and de-Germanize the markets 
of South America. We can not do it under present conditions, in 
the first place because these textile plants can not get the labor, and 
in every single State there is a 60-hour-per-week law that is in force, 
and if they work their laborers any longer than that they will have 
the State law down on them. So they can not meet the normal 
European competition. 

Another phase of it is the jute situation. That market is being 
closed in New York. A few days ago the price went out of sight. 
An opportunity is there for our textiles to increase the American 
consumption somewhat by creating a demand for coarse goods manu- 
factured out of cotton for ordinary bagging, etc., and some orders 
were placed in New York a few days ago for that purpose. 

As to our getting into the markets of the South now, until 
the United States can work out some practical way of getting bot- 
toms to "haul the material and get it into the markets of South 
America, you could not get there anyhow, and if you did, according 
to advice I had from New York last night, it would necessitate 
Federal marine insurance in order to do that. Another phase of it : 
We have some mills in South Carolina that have been operating on 
Bolivian contracts. We have been fulfilling contracts there very 
satisfactorially for about a year — good contracts. On Saturday 
last a telegram came from there canceling those contracts on the 
ground that they were not able to meet their obligations; that 
Bolivia, with her copper, etc., was dependent upon the markets of 
Germany; that the markets of Germany were closed, and Bolivia is 
out of business. How far that extends, and what else is going on I 
do not know. All these are just little insights into the situation. 

Another phase of the thing that requires help through the banks — 
and it can only be given help through the banks — ^is the cotton- 
seed situation. I have heard nobody here as yet mention cotton- 
seed. As a matter of fact, cottonseed is one of the most valuable of 
all of our products of cotton. It is the only thing about cotton that 
you can not store and you can not keep, and if you go ahead and gin 
the cotton and try to pile the cottonseed it is going to heat and burn 
up or rot, one or the other, because of congestion of transportation. 
That industry is dependent almost entirely upon Denmark, Norway, 
and Sweden. Everybody knows that the North Sea is closed and 
full of floating mines. We are going to try to help that situation 
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as far as we can by getting every man who possibly can in the South 
who can hold his cotton seed at all to hold it in the cotton and not gin 
it. In other words, we are going to tir, if we can, to take care of 
3,000,000 bales that way — take care of the seed in the cotton, so that 
the seed will come out uninjured, and upon the resumption of normal 
conditions can go into the market. 

Mr. Helgesen. Could that not be held as oil ? 

Mr. Watson. I doubt it very much. They have not the tankage- 
storage capacity. Most of these mills are small and have just enough 
tankage capacity to store between shippings. I know of no place 
where we could get tankage now to hold the oil. At first they 
thought, Denmark and Sweden not being in the war, that they would 
be able to dispose of the cottonseed, but England notified the world 
yesterday not to allow any ship to approach the North Sea because 
it was full of floating mines. 

There is the situation as we see it, and I only gave it to you gen- 
tlemen because you have manifested so much mterest in the cotton 
situation here, and I want you to see and understand that we are 
not up here in the nature of beggars, nor have we come here to try 
to bulldoze anybody or anything like that. All of these gentlemen 
who are coming here from the Southern Cotton Congress are men 
who have come more from an altruistic spirit than anything else. 
They are coming here for the good of the South first, necessarily, 
and for the good of the Nation second. We hope to have you all m 
the Congress with us and hear the cry that comes directly from the 
cotton belt. 

I have two telegrams here addressed to Mr. John M. Parker, of 
New Orleans, who was called home, and he asked me to read them to 
this committee to-day. 

This is addressed to Mr. Parker : 

Urge you to use every effort to enforce suspension future business, also pas- 
sage Smith-I^ver bill. Think this the only safety for the protection of cotton 
-market, also in keeping out all manipulative tendencies by operators. 

That is signed by H. C. Ludlow, who, I understand, is one of the 
largest individual planters in the South. 
The other one is also addressed to Mr. Parker, and says : 

We urge you to bring all possible influence to bear for passage of Smith 
Lever bill before exchange reopen to go into immediate effect. As cotton 
planters we consider the passage of this bill of prior importance to all other 
measures. Financial aid will avail little if New York is permitted to manipu- 
late the market as in the past. 

That is signed by Richardson & My land Planting Co. (Ltd.), New 
Orleans. 

Now, gentlemen, I have probably taken a little too much of your 
time. I will say that we have been in fairly close touch with the new 
regional bank reserve board. We find that they are very sym- 
pathetic and are anxious to take care of not only cotton but wheat 
and any other American staple in so far as power is given them by 
Congress to do it. 

Mr. Haugen. Have you any information as to what the banks 
propose to do; how they propose to handle any money they ad- 
vance on cotton? 

Mr. Watson. You mean the regional banks ? 
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Mr. Haugen. Yes. 

Mr* Watson. No, sir ; we have not at the present time. They only 
completed their organization to-day. 

Mr. Haugen. Will they loan money on certificates or receipts? 

Mr. Watson. I do not think they can unless there is an amend- 
ment put through Congress allowing that, with a provision making 
the matter one of judgment for the members of the regional board. 
T think some provision like that will have to be put through in order 
to accomplish it. 

Mr. Haugen. I believe some one stated yesterday that they pro- 
posed to loan at an interest of 5 or 6 per cent. 

Mr. Watson. I heard that statement, sir, but what it was based 
on I have no idea. The regional bank board, to my knowledge, 
has made no such statement whatever ; and the truth of the matter 
is I do not think the regional bank board is in position at this time 
to say what they will do. 

The Chairman. The fact is, however, they have that matter under 
consideration. 

^r. Watson. They have it under thorough consideration now, 
and I think it could be said, so far as the regional bank board is 
concerned, it has announced its disposition to do everything in its 
power to take care of the market situation. 

Mr. Haugen. You said in opening, that cotton was the only prod- 
uct of the soil that could be kept' an indefinite time without material 
deterioration. I read in a journal hot long ago that they had re- 
covered some wheat that had been buried in Egypt for thousands 
of years, and still retained its germinating qualities. 

Mr. Watson. Wheat, properly cared for, m my opinion, is a mighty 
good proposition to loan money on, provided the loans on it are 
short-term loans that can be used to take care of deterioration. That 
is true of anything that would naturally deteriorate. I very fre- 
quently sieze and destroy com in South Carolina that comes from 
vour State of Iowa. It comes out of Iowa as No. 2 corn, and I know 
it was No. 2 when it came out of Iowa, but the deterioration had 
begun before it left Iowa, because of excessive moisture, and by the 
time it is hauled in hot cars down to my State it gets there low 'No. -t 
and we have got to destroy it to keep it from injuring animals. 

Mr. Helgesen. We had some experts here at one of our hearings, 
and one of these men had samples of com with him, and some of 
those samples seemed to be burned up, they were so black. I asked 
him if it had any value. He said based on a price of 70 cents for 
No. 2 corn in Europe they could get 48 cents for that corn that was 
absolutely black, for making liquor. 

Mr. Watson. If j^ou want my opinion about that, I would say that 
the man who persists in drinking that and sticks to it for long is 
sure to die from the effects of it. The truth of the matter is that any 
com that goes bad that way goes bad and forms what is known as 

acid, which is one of the most deadly poisons known. I can 

take a pint of it and bring it before this committee and distil it and 
send you out to get some rats and it will kill them in a minute. 

Mr. Helgesen. All we had was his statement for it. He said 
they sold that corn; they never destroyed it, but sold it in Europe 
to-day at about two-thirds the price of No. 2 com. 
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Mr. Watson. We consume thousands of tons of corn in this 
country that your State of Iowa puts out that the Government ought 
not to permit to be eaten. 

Mr. Chairman, if the committee would indulge us just one moment, 
Mr. Hollingsworth, of Georgia, would like to make just a little state- 
ment in regard to the relationship of the fertilizer mixing companies 
to the cotton situation. 

In that connection, if you will allow me, I will say that in the 
last few days it has been developed that a new process has been dis- 
covered for the conversion of the hulls of the cotton boll into potash. 
Germany will not let us have potash this year, and we are on the 
trail of some potash despite the war. 

The Chairman. We have enough potash out on the Pacific coast 
to last 2,000,000 years. 

STATEMENT OF MS. W. B. HOLIINaSWOBTH, FAYETTEVILLE, OA. 

Mr. Hollingsworth. Mr. Chairman and gentlemen, I am merely 
an humble citizen of the State of Georgia, being president of the 
Georgia Mixers' Association, an association comprising about 60 or 
75 of the smaller mixing plants — plants which mix fertilizer and 
which try to make the cotton grow. 

I left the fields of Georgia on yesterday morning. I live in a small 
town. I am not a speaker, particularly, but I do wish to impress 
upon you the fact that the crisis is almost at hand. I visited some 
bankers in Atlanta on yesterday and the day before and the two 
banks of my home town, which are small institutions, and they say 
unless Congress comes now to the aid of the cotton man, who is about 
to hai'^est his cotton, and not wait some 60 days, but put it in some 
form tiiat he can be assured now, in the verv next few davs, that in 
all probability our country will be panic-stricken. I understand m 
my own State, as I have been informed this morning, that planters 
who even wanted $10 from a small bank had been refused. That is 
a deplorable condition. We can not stand for it. 

Mr. Haugen- Banks are suspending payment all over the country. 

Mr. Anderson. They are not makmg money payments anywhere. 

Mr. Hollingsworth. You understand, gentlemen, that these are 
real necessities at this time. People have these little debts that they 
are almost compelled to meet. 

Mr. Haugen. The situation is just the same all through the country. 
It is not confined to Georgia or to any particular point. 

Mr. Hollingsworth. It seems to me if Congress would come to 
the aid of the poeple at this time with this emergency fund and 
could arrange some way whereby they could place it at 2 per cent, for 
instance, and send it out to these banks — which, of course, must be 
responsible — in such a way that it will reach the farmer at no great 
amount of interest, that he is the man that is going to be affected, 
and he is the man that is to be helped. It must not be centralized, 
gentlemen, at any one particular section. If you confine it to your 
regional bank reserves, I understand my State has something like 
45, and it will not reach the people that fund is intended to help. 
It might be dished out to a few friends in a few locations, but it must 
reach the men the fund is intended to help. The bankers in the 
^*irger towns are going to expect aid and the bankers in the smaller 
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towns are going to expect aid, and they will have to have it in 
order that they may help the farmer. If you can place the valua- 
tion of that cotton at a certain price per pouad — ^I understand that 
the Government has a type under which there are several grades — 
if they , can certify that as to some one of these grades they will 
advance on this cotton 8 or 10 cents a pound, as has been suggested 
by the gentleman from Texas, I believe, and carry that cotton, or 
that part that must be stored, for not less than six months, it will 
help the farmer. I know the Government endeavors to make its 
loans from 60 to 90 days. But the bankers in our country, and the 
larger bankers, gentlemen, want a longer time than that in order to 
take care of this situation. 

Now. about bondini? the warehouses.. I differ somewhat from the 
gentleman from South Carolina on the question of taking care of 
this cotton. Some of it is going to be moved. I think we can take 
care of this cotton and store it, even if it be baled. I am speaking 
now about the surplus. Bond these warehouses and carry these 
receipts direct to the bank and let the bank, if possible, loan the 
farmer 8 cents a pound on that cotton — and limit the rate of interest. 
If the bigger banks get it at 2 per cent they ought to be able to handle 
it for 1 per cent for their local distribution. The other banks, in all 
probability, will have to insure and store that cotton, and it ought 
not to pay such a large per cent of interest. When it is done that 
way it seems to me it will reach the man it is intended to reach. 

Gentlemen, it is not a question now of a merchant marine, but it 
is the question of protecting the man who is going to raise this cotton. 
It is not a question of disposition in the future. We need this help 
now for our finandal institutions — and I want to say now that I 
have not a dollar of bank stock — but unless the people get t}j[is as- 
sistance now it is going to be one of the greatest calamities that ever 
befell this country. 

On the question of cotton seed, w^e can make that into fertilizer for 
use on our farms. They are more valuable to crush into oil and ex- 
port, and to manufacture into meal and use for feed, but we have use 
for it in our fertilizer plants. But you can not do that with the 
cotton. You can not put it back on the ground, but the seed you can. 
There is where we need the help. Therefore, as I stated before, if 
we can have a reasonable amount of financial aid now — to-day — at 
a very low rate of interest, from the Government to the larger insti- 
titions, so that that money is not centralized in one location, but 
distributed all over the South, and not have a price of 6 cents in 
Texas and 8 cents in Georgia, or 8 cents in Texas and 6 cents in 
Georgia, but place a standard whereby the valuation may be uniform 
in all sections, I think we can work out a system that will be a pro- 
tection to us all and a great protection to our country. 

I thank you for the opportunity of making this talk. 

The Chairman. We are very much obliged to you, sir. 

STATEMENT OP lOl. E. W. DABBS. 

Mr. Dabbs. Gentlemen, this condition confronts us in the South: 
Usually when the crop is ready for harvest our farmers have used 
their resources ; they have used up all the money they have borrowed 
from the banks, and used up all the credit they have, and when they 
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begin to pick cotton it is necessary to sell immediately some of that 
cotton to pay for the picking of the rest of it. It costs about $7.50 a 
bale to pick it, $1.50 to gin it, and $1 to $1.50 a bale for bagging and 
tying. That is $10 a bale they have to have in cash immediately 
upon putting the cotton on the market. If there is nothing done to 
enable the bank to advance this money on that cotton when we have 
gathered it we will have to practically give it away to get money 
to pick the balance of the crop, and there will be no money with 
which to pay debts. A good part of the crop is made by people who 
hire the picking done — quite a large part of it. 

I just want to bring that matter to the attention . of the com- 
. mittee. I want to say 1 hope I will have an opportunity to present 
that matter to the Secretary of the Treasury, and maybe to the 
Finance Committees of the Senate and House, because it properly 
should go before those committees, that we are in immediate need of 
these loans for that reason alone. 

STATEMENT OF BR. H. E. STOOEBBIDOE, OF ATLANTA, OA. 

Mr. Stockbridge. Gentlemen, I know you have heard about all you 
feel disposed to listen to on the subject of cotton this afternoon, and 
I will endeavor to be very brief, and I will endeavor, further, to 
come directly to points raised by members of the committee in ques- 
tions that have been asked, and will try to briefly answer those 
questions, so far as I am able to do so. 

The first point I want to make is this: Cotton stands in a class 
by itself. The question has been asked whether if Congress under- 
takes to meet this emergency in connection with cotton it would not 
be equally justified in taking similar or corresponding action with 
relation to other agricultural products. I shall not attempt to an- 
swer that question, but I simply want to say that cotton stands in a 
class by itself, for three great economic reasons. In the first place, 
cotton is less subject to deterioration in the course of time than any 
other crop, and therefore stands by itself. Second, cotton is the 
great agricultural commodity on which the American people depend 
for^maintaining their balance of trade. We have practically ceased 
to be a nation of wheat exporters. We have not ceased and probably 
never shall cease to be a nation of cotton exporters. It is the product 
of the southern cotton farms on which the American people as a 
whole depend for the supply of gold upon which the protection of 
their commerce depends. 

The third point, which has not been brought out at all, is this, 
that the man who produces the cotton is situated differently from 
the man who produces any other great agricultural staple. In my 
State of Georgia 65 per cent of the cotton is grown by negroes, essen- 
tially tenant farmers and poor men. Probably nearly 60 per cent of 
the entire cotton crop of the country is proauced by men who are 
negroes or whose agricultural methods, whose credit, and whose 
capital place them in the negro class. In that respect they differ 
from the producers of wheat or from the producers of any other 
great agricultural staple. They have no credit and they have no 
capital, nnd when an emergency arises, when a condition of war con- 
fronts them they are absolutely unable to take care of themselves. 
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Therefore there are three reasons which place cotton in a class by 
itself. 

Now, then, it has been suggested by members of the committee that 
we people from the South interested in the production of cotton 
would do well to crystallize our ideas and come before the committee 
with specific recommendations. 

So far as Georgia is concerned we are prepared to do that. We 
have not come here of a sudden with no developed or crystallized 
ideas to propose. In Georgia we were considering this proposition 
and endeavoring to formulate a definite and specific plan of action. 
Last week, Friday, on the last day of July, I was in communication 
by long-distance telephone and by wire with the Georgia Repre- 
sentatives and Senators in Congress urging upon them specific, defi- 
nite, detailed action to meet an emergency now confronting not only 
the southern cotton grower, but the United States as a whole, and the 
plans that were proposed by bankers and producers and cotton men 
m Georgia have already been crystallized in the form of legislation 
which I understand the different Houses of Congress now have be- 
fore them. 

Now, then, you gentlemen ask. What do you want? I will en- 
deavor, so far as Georgia is concerned, to meet that question and tell 
you what we want. 

In the first place, we want cotton to be standardized. Why? 
Simply because we want to have the New York Cotton Exchange, 
which I will not say controls, but very largely influences, the price 
of our commodity — we want to have the future contract, which has 
been the cudgel held over our heads and with which the cotton pro- 
ducer of the South has been brained — ^we want that cudgel taken out 
of his hands, and we want cotton to be standardized, and we want 
the cotton-futures market so placed under control that when this 
crop finds a market its value in that market shall not be controlled by 
speculators on the New York Cotton Exchange. That is the first 
thing we want. We want standardization and control of the future 
cotton market. 

The Chairman. On that proposition, do you think that the stand- 
ardization of cotton will control the contract in the exchanges in such 
a way as to take the cudgel out of their hands? 

Mr. Stockbktdge. I think it will go a long way. I do not think 
that will be the only thing, but I think it will go a long way. 

The method adopted by the New York Cotton Exchange — and it is 
quite different from the New Orleans Cotton Exchange — ^the method 
of classification and standardization — ^it is not standardization at all, 
it is classification — ^in vogue in the New York Cotton Exchange has 
been introduced and adhered to and put into practice for the pur- 
pose solely of controlling the cotton market to the detriment of the 
cotton producer. I think we all understand that. Cotton producers 
do, anyway. We want that cudgel taken out of his hands, and I be- 
lieve that the most effective means for taking that cudgel out of his 
hands is to take away from him his present classification and give 
him a legal standardization. 

The Chairman. I agree with you fully on that. 

Mr. STOCKBRrooE. Now, then, we are asked, What next do we 
want? We want to have the act of Congress provide means so that 
when the market is found our. commodity can be taken to that mar- 
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ket. It is of absolutely no avail to the cotton producer of the South 
if cotton is theoretically worth a certain price and we have the cotton 
ready for shipment, if the market exists in England and we have 
absolutely no access to that market. We want, gentlemen, to have 
you devise some means by which when our cotton is ready for 
market it shall have access to the market, and that means we want 
to have some means devised — and that is for you to work out — 
whereby our cotton can go to market sailing under the Stars and 
Stripes, instead of sailing under the flags of other nations. 

That is the next thing we want. 

Then, what next do we want ? We want to have you, in your wis- 
dom, devise means by which the producer of the cotton, the poor man 
at home, who has grown 8 or 10 or 12 bales of cotton, who has matur- 
ing obligations which he must meet with his banker and with his 
fertilizer manufacturer and with the factor and with his other 
creditors provided with cash whereby he can meet those obligations. 
In other words, we are not interested in the financier nor in the 
great central bank nor even in the small bank. The man we are 
interested in is the poor man, who suffers most under present condi- 
tions, because he is not able to meet his obligations. The one-horse 
farmer is the man we want to be helped. How ? 

Now, gentlemen, we have pretty high ideas along that line. We 
do not come here with our pockets full of laws we want to have 
passed. We have no expectation of your being able to meet an 
emergency in a few hours' time by passing absolutely new legislation. 
We believe that the machinery is already in existence. What we ask 
of you gentlemen is to touch the button and set it in operation. 
We believe that the new currency bill, when put into operation, will 
provide the means necessary id furnish capital for the financing of 
this crop. What we want to be provided with is this: That when 
the small farmer, producing a few bales of cotton, must meet his 
obligations, we want to have him to be able to go to his little local 
bank with $10,000, $15,000, or $25,000 capital and get money on his 
cotton as security. The details have, already been discussed. We 
want a warehouse receipt^-a negotiable warehouse receipt ; we want 
insurance, not on the cotton in bulk, but on every individual bale, 
so that the warehouse receipt covers the individual bale and the in- 
surance on that bale, so that the local producer can go to his own 
little bank and there get the capital with whi(5h to meet his abso- 
lutely imperative demands or requirements. And we believe that 
if the new currency law is immediately put into operation — it will 
require, we understand, some amendments — all the machinery is in 
existence. We believe that if State banks are admitted to the ad- 
vantages of the regional bank system and can take these cotton-ware- 
house certificates and use them as collateral, they can get money 
from their local banks and the local banks can indorse the notes 
given them with this cotton as collateral, take those notes arid turn 
them in to the central banks, and then to the regional bank, and 
then get a fresh issue of currency, which shall, in the channels of 
commerce, find its way back into the bank where the commercial 
paper started and shall meet the demands of commerce. 

That, in brief, is what we want. I believe legislation looking to 
that end has already been introduced, that you gentlemen have meas- 
ures directed to that end already under consideration. 
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Those are the things we urge upon you, not to try to start m and 
provide new legislation, but to attempt to put legislation already in 
existence, with perhaps some modification, actually into operation. 
That is what we want to meet the war emergency, and if there were 
any reason why these conditions should not be met, why, perhaps, 
some Member of Congress should object, we urge that this is a war 
measure, an emergency existing simply and solely because of the war. 

Mr. Helgesen. You say it is a war measure. Is it your idea to 
make this legislation temporary, like the Vreeland law, to expire at 
a certain date, or to make it permanent? 

Mr. Stockbridge. I think it would be best to be made temporary; 
In other words, I think it should be in existence so that it could be 
fallen back upon, but its operation, I should think, should be tem- 
porary. 

I thank you, gentlemen. 

The Chairman. We are very much obliged to you, indeed. 

Is there anything further, Colonel ? 

Mr. Watson. I think that will be all, Mr. Chairman, and I want 
to take this opportunity to thank the committee on behalf of all the 
gentlemen here for the patience with which you have listened to us; 
and we request you to be with us to-morrow or the next day, when 
you Can hear what our people from the cotton-producing sections of 
the country have to say about the present situation. 

The Chairman. The committee has been very glad, indeed, to have 
the ideas from you gentlemen. 

Now, it is our understanding you desire to be heard again on Sat- 
urday morning. 

Mr. Watson. Not unless it is the desire of the committee. If 
there are any points that you would want aiiy information on in any 
way, shape, or form, from any one of these gentlemen who will be 
here to-morrow, I would be very glad to have four or five representa- 
tive men come in and confer with you. 

The Chairman. Very well ; we will keep in touch with you, and if 
there is anything we want we will let you know. 

The committee will adjourn. 

(Whereupon, at 4.15 o clock p. m., the committee adjourned.) 

(Hon. K. D. McKellar was given permission to print the following 
letters in the hearings on this bill as part of the record :) 

HUMBEBSTONE ClTJB, 

Port Colhome, Ontario, August 8, idlJ^, 
Hon. K. D. McKellab, 

Washington,, D. C. 

My Deab Sib : Unless some plan for the relief of the cotton planters of the 
South is arranged there will be widespread suffering in the South. The cotton 
crop, which will probably be about 14,000,000 bales, and under normal condi- 
tions worth at least 12 cents per pound, will not during this European war bring^ 
more than 6 or 8 cents, and it probably cost 11 cents per pound to produce it. 
I have seen in some of the papers that some of our southern Senators would 
try to get the Government to furnish a fund to lend to the planters en this cot- 
ton, say, at $40 to $50 per bale. I have for several days thought over thi» 
matter and think the Government would be absolutely safe in furnishing thifif 
money and hold the cotton as security. Suppose the Secretary of the Treasury 
was required to furnish $300,000,000 to $500,000,000 and this could be loaned 
to planters on cotton at $50 or $4 per bale. Let the borrower store his cotton 
In a bonded warehouse and turn the receipt therefor into the bank (acting as 
agent for the Government), which would be held to secure the payment of the 
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borrower's note six or eight months after date with 6 per cent interest. The 
bank requiring the borrower to sign a written agreement that in case the war 
in Europe was still on at planting time next spring that he would cut down his 
acreage one-half. At $40 per bale loaned on, say, 8,000,000 bales would require 
$320,000,000. The spinners in the United States would take probably 5,000,000 
bales, and some foreign countries might take one or two million bales. Then 
the planters could hold the crop for not less than 12 cents, and the spinners in 
our country would have to pay it and would gladly do so. I do not know what 
are the best details, but some plan might, I think, be put in operation by which 
this amount of money could be loaned to the southern people on absolute 
security and returned very soon after the war closes. 

The planter can not pay his debts unless he can sell his cotton ; the country 
merchant can not pay his unless the planter and laborer pays him ; and, in turn, 
the retailer in the country can not pay the manufacturer or jobber in the cities, 
and the manufacturer and jobber can not pay the banks and others they owe. 
Hence you see business all along the line will be paralyzed, and bankruptcy will 
be the fate of hundreds and thousands of people in the South. I hope you will 
think of this and see what C£fn be done by Congress. 
Very truly, your friend, 

J. M. Geodbon. 



The Commercial Appeal, 
Memphis, Term., August 7, iPi-^. 
Hon. K. D. McKellar, 

Washington, D, C. 

My Dear Mr. McKellar: I should have answered your telegram early to-day, 
but the hours have been rather crowded of late. 

It is not a question of shipping the cotton to Europe. The thing of supreme 
importance is to get a fair price for the cotton. If the sea was wide oi3en now 
1 doubt if cotton in Euroi)e would fetch as much as 5 or 6 cents a pound. 
What we should do is to hold the cotton until the war is over and then sell it 
at a normal price. Here is my plan briefly : 

Let the Government bond warehouses at the concentrating points, such as 
Memphis, New Orleans, Vicksburg, Mobile, Montgomery, Macon, Augusta, 
Savannah, and Wilmington, N. C. On the west of the river the concentrating 
points could be Little Rock, Oklahoma City, Dallas, Waco, Houston, and Gal- 
veston. This cotton could be stored in warehouses, even in warehouses in the 
vicinity of the concentrating jwints. The holder would get on the cotton a 
certificate like a warehouse receipt. That certificate would certify as to his 
bales and the class. On this certificate the cotton currency could be issued up 
to, say, 12 cents a pound, middling. The cotton would be pledged, then, to 
retire the currency. Let the Government also fix the arbitrary price of 12 cents, 
middling, below which cotton should not be sold to domestic consumers. As 
soon as the war is over, or when the world market is willing to pay more than 
12 cents for the cotton, it could be sold, and as fast as It is sold the cotton 
currency could be redeemed. In other words, this is merely the Government 
taking over all the cotton as a trustee and holding it for the account of the 
growers. 

I believe the plan is simple, but it is big. Every bale of cotton can be 
identified. It is easily insurable. It does not perish. Under normal conditions, 
if we had not had the war, cotton this fall would easily fetch 13 cents a pound. 
The crop is short. It will not be over 14,000,000 bales. There would be little 
chance of the Government losing on the investment. It would be just as bad 
to give away our cotton as to sell for 5, 6, or 7 cents a pound. People might 
say if you do this for cotton why hot do it for wheat. Cotton Is the one product 
which every year brings gold back into the country. Cotton is more easily con- 
vertible into gold than any other product. Cotton does not perish. Every bale 
of cotton can be identified. America more nearly controls the world's supply 
of cotton than does any other country control the world's supply of any other 
product. For Instance, the world could get along without the United States 
wheat crop. Russia, Argentina, and other countries could supply the shortage. 
But the world could not get along without the cotton crop of the United States. 

Brazil handles her coffee much in the same way, but Brazil was less able 
to valorize its coffee than we are to valorize our cotton. We more nearly control 
me cotton supply than Brazil controlled the coffee supply 
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When I say 12 cents a pound minimum, I mean a basis of middling. Low 
oiiddllng and ordinary would only be guaranteed for the dilfference that is 
usual in price. The logical reason for all this, my dear Mac, is this : The value 
of cotton this year is easily above 12 cents a pound. The excuse, then, for the 
Government acting is that it is merely serving its people by keeping the price 
somewhere near value. The Government would easily have the matter closed 
out within six months, because, I believe, that the war will be over ver y 
*»hortly. 

I would suggest that you come in contact with one of the South American 
commercial agents, especially one from Brazil, and he could explain exactly 
how Brazil valorized its coffee. 
Yours, very truly, 

C. P. J. MOONEY. 



Gulf Ck)MPBESs Ck>., 
MemphiSf Tenn., August 8, 1914' 
Mr. James F. Hunteb, 

Vice President Mercantile National Bank^ Memphis, Tenn. 

My Deab Mb. Hunteb: I take pleasure in complying with your request for 
suggestions as to the financing and handling th^ cotton crop. 

The smallest unit the United States Government should recognize would seem 
to be its regional banks. 

The smallest unit that the regional bank should recognize is its correspond- 
ents, namely, the natioual and State banks, which have signified their willing- 
ness to cooperate with them. 

The unit the National and State banks should recognize is its customers and 
owner of the cotton. 

Warehouse cotton receipts. The system of issuing warehouse cotton receipts 
in Memphis, and elsewhere, is now carefully safeguarded by the banks and 
others. This makes the receipt good collateral security. 

If any serious question of title to the cotton should arise, that it seems to 
me can be covered by a certificate of the borrower, showing his equity, or by 
the borrower rediscouuting the paper of the owner of the cotton. A certain 
solution would be to have the warehouse cotton receipts issued in the name of 
the owner of the cotton, and require the owner to indorse them for collateral 
security, but this would be the more troublesome alternative. 

There is an old seizure law on the statute books in most, if not all of the 
cotton-growing States, for protection of the landlord against a dishonest tenant. 
The number of bales seized under this law during the past 25 years is negligible. 
The southern banks in making loans on cotton are not giving themselves any 
concern over this old law, eastern and western capitalists, however, have at 
times appeared to be somewhat afraid of it. 

The indications now are that a conservative estimate of the cotton crop, 
season 1914-15, is 14,000,000 bales. 

As to the distribution of these 14,000,000 bales of cotton, aft^ communicat- 
ing with interested parties here and at 14 other points where we are ware- 
liousing and compressing cotton, I have reached the following conclusions: 

Bales. 

American mills will take 6,000,000 

England, with naval success, should take 3, 000, 000 

Assuming that the English fleet is going to be successful in holding 
the German Navy in check, Russia will be able to import her 

requirements, of about 750,000 

With the continuation of neutrality on the part of Italy, she will be 

able to import 900,000 

Add for Canadian and Japanese mills 750, 000 

Spain, Norway, and Sweden would probably import 600,000 

Making a total of 12,000,000 

The movement of cotton, even if the war should end within the next few days, 
will be slow. The cotton-growing States will require much financial assistance. 

The price of cotton is a question which largely depends upon the duration of 
present hostilities. Taking the past as a criterion, we would think that under 
the weight of the movement of the crop in October and November, it is possible 
for the price of cotton in the South to fall to 10 cents or below. When Germany 
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declared war against France in July, 1870, cotton was selling jn New Yo»k at 
abont 18 cents per pound. It declined to about 15 cents per poiflid ; subsequentL^ 
the market rallied on the same crop to about 21 cents per pound. 

With financial assistance extended to the cotton-growing States, I see no 
reason to expect values to sink below 10 cents per pouud for middling cottou at 
leading concentrating points in the South. If the southern banks can secure 
additional money to make advances during the next four to six months o]> 
about 4,000,000 bales, this, in my judgment, would prevent cotton from being 
dumped on the market, and enable the farmer to realize practically its full 
value. 

We hear some talk about valorizing cotton. This is largely, if not wholly, a 
State proposition, and is not practicable as an immediate relief measure. 

We also hear some talk about a certificated warehouse cotton receipt; a re- 
ceipt that carries with it a guaranty of weight and grade. This, too, is imprac- 
ticable at this time. It may be an ideal system of financing cotton, which some 
day the cotton-growing States will enjoy, but the machinery for certificating 
cotton is not now available. Again, a certificated receipt is not necessary in 
connection with a loan made to the owner of the cotton. 

A certificated warehouse cotton receipt is a receipt similar to the receipt we 
are now issuing, the principal difference being it carries with it the certificate 
of a sworn weigher as to the weight, and n certificate of a licensed classer as to 
the grade. The certification of weight at the time the cotton is received for 
storage is a simple matter. We are all familiar with the natural conditions 
which result in gain or loss in weight of cotton in storage. The certification of 
grade, especially in the Mississippi Valley, is a difficult proposition. For instance,. 
Mr. F. M. Crump, of Memphis, in his testimony before the Interstate Commerce 
Commission a short time ago, referred to something like 150 different grades of 
cotton known in the Memphis market, each carrying a separate and distinct 
value. Mr. W. R. Craig, of Vicksburg, in testifying before the Interstate Com- 
merce Commission several years ago, said there were 217 grades of cotton 
known to the Vicksburg market, each of different value. In our judgment the 
question of weight and grade involve many details that must be left to adjust- 
ment between the buyer and seller. 

As to the handling and carrying in the South a large stock of cotton awaiting 
satisfactory market conditions, there are about 300 compress and warehousing 
points in the cotton-growing States at which the carriers cOncenrate cotton for 
reworking and reshipping purposes. These points alone can carry an average 
stock of, say, 10,000 bales. 

Memphis, Tenn., can take care of a stock of 300,000 to 400,000 bales. New 
Orleans, Houston, Galveston, Mobile, and Savannah can each take care of a like 
amount. There are compress and storage plants at points like Atlanta and 
Macon, Ga., Birmingham, Montgomery, and Selma*, Ala., Meridian, Vicksburg. 
Greenville, Greenwood, and Clarksdale, Miss., and Little Rock, Ark., that can 
take care of from 50,000 to 75,000 bales each. If the banks can get the money to 
finance the holding of the cotton, there is no question about the South being 
able to properly take care of the crop until the restoration of normal conditions. 

The Mississippi Valley Compress Association, the members of which control 
about 100 compress and warehousing points, will have a meeting at an early 
date, the object being that each compress and warehousing plant may put its 
shoulder to the wheel and lend the farmers, the bankers, and the Government 
any and every assistance they can for the proper handling and advantageous 
marketing of this year's cotton crop. Mr. Wilson, the president of this associa- 
tion, tells me he talked with you about this matter yesterday. He has requested 
me to assure you and your committee of the association's willingness and desire 
to help in every possible way. 

Do not hesitate to command our servicer 

Yours, very truly, C. C. Hanson. 
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